Take a look through a war cloud 


Rose-colored glasses and clear vision don’t go 
together. Ifyou want true perspective, lookthrough 
a war cloud. 


Look at Tide Water Associated, for example, 
through those thunderheads that darken the world 
today. You’ll see, with startling clarity, that we’re 
not in just the oil business. 


You’ll see how large a stake we have in the end- 
less streams of highway transportation, in the 
incessant shuttling of the railroads across the con- 
tinent...because of their dependency upon our type 
of product, and of our dependency upon theirs. 


You'll see how tens of thousands of mills and 
factories are important factors in our industrial life 
and hopes...because they lean heavily on us, as we 
do on them. 


And you'll see how even the swift battle planes, 
the rumbling tanks, and the salt-crusted ships of 
the Navy, are integrated with our organization... 
because their defense of our homeland and our 
freedom demands the necessities that petroleum 
yields. 


In short, you’ll discover that a great oil company 
has its roots deep in the soil of a// the United 
States. We have an interdependency with every 
aspect of industrial life—and there’s nothing like 
a war as grim as the present one to drive the fact 
home. 


So you’! find in Tide Water Associated a solidity 
that draws strength from al] the country. And 
we are inexpressibly proud that our business 
structure and our abilities are so vital a part of 
America’s unbeatable national assets. 


TIDE WATER ASSOCIATED OIL COMPANY 


New York Tulsa San Francisco 


OIL IS AMMUNITION...USE IT WISELY 


JANUARY 9, 1943 


Hi we 
MOTOR OIL 















































A PROVEN WAY 
TO MAKE 
FUEL SAVINGS 


H™ is a way to cut fuel bills as 
much as 40% while you enjoy 
cozy warmth and snug comfort! 

Insulate your home now with the 
type of Celotex Insulation that will 
fit the job best. Get maximum re- 
sults from your rationed fuel! 

' Talk to a Celotex insulation spe- 
cialist. Get a free estimate on insu- 
lating your home with Celotex 
Insulation Board, Rock Wool or 
Rock Wool Batts. You'll be agree- 
ably surprised at the low cost. 

Your Celotex Dealer is a good 
man to know. 


CELOTEX 


ROOFING—INSULATING BOARD 
ROCK WOOL—GYPSUM WALLBOARD 
LATH—PLASTER— ACOUSTICAL PRODUCTS 








SULPHUR 


IN 


WAR 


Sulphur, raw material for H,S0, 
(sulphuric acid), is one of indus- 
try’s most widely used and ver- 
satile raw materials. It helps 
make aviation fuel, fertilizer, ex- 
plosives, rubber, steel, chem- 
icals, paper, paint, rayon, in- 
secticides, fungicides, lubricants, 
refined metals, textiles, food 
products and thousands of other 
necessities. During the first 
World War, America faced a 
sulphur shortage. Today, Amer- 
ica’s needs, although greater 
than ever, are being met prompt- 
ly and fully—at no increase 
above pre-war prices. Sulphur’s 
record in war production is—on 
time . . . with enough. 


FREEPORT SULPHUR COMPANY 
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e.. von HinDENBuRG was a profes- 
sional soldier with little taste for poli- 
tics —and little love for the upstart 
paperhanger whom he had to accept as 
Chancellor. 


After the last war, the shrewd old 
Prussian put his finger on one prime 
reason for Germany’s defeat, with these 
words: “America’s brilliant, if pitiless, 
war industry had entered the service of 
patriotism and had not failed it... . 
They understood war.” 

Now history is repeating itself for 
Hindenburg’s successor! America’s wart 
industry again is pouring out planes, 
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tanks and guns — meeting production 
goals that seemed fantastic at first. 


Back of this fast-growing military 
power is electric power—far more power 
than Hitler and all his henchmen have 
—turning the machines that turn out 
everything from bullets to battleships. 

Behind the great bulk of this power 
are the electric companies under expe- 
rienced business management — doing 
their job right around the clock and the 
calendar — delivering electric power in 
increasing, incredible quantities! 

And back of it all, of course, is the 
American way of life at work — where 


free men are encouraged to invent, in- 
vest, produce, and everybody benefits — 
a way of life the little rabble-rousing, 
tug-biting dictator will never understand 
—until at last, perhaps, in some shadowy 
hereafter, he hears his old commander 
mutter: “I told you so:” 





THIS PAGE SPONSORED BY A GROUP OF 98 
ELECTRIC COMPANIES* UNDER 
AMERICAN BUSINESS MANAGEMENT 


Not listed for 
lack of space. 


*Names on request from this magazine. 
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This is a war of science. Radio tubes add speed, precision and safety to 
hundreds of industrial operations, as well as to the performance of planes, 
ships and tanks. Radio science is in the fight on every battlefront. 





This is a war of mobility and speed. Mobility on land, sea and in the air 
is made possible by speed of communication. Radio carries voice, code and 
pictures at the speed of light. 





This is a war of morale. Soldiers, sailors and home folks must be informed 
and entertained. Understanding must be maintained with allied peoples. 
Courage and hope must be brought to those awaiting liberation. Radio 
broadcasting builds morale. 





For more than two decades, the Radio Corporation of America has pio- 
neered in the progressive development of radio, electronics and television. 
In the present crisis, those developments — in communications, broadcast- 
ing, research, engineering and manufacturing — are performing services of 
vital importance to the United Nations. Out of RCA’s war experience will 
come new and finer products and services for industry, the home, and the 
nation —to help make life more than ever worth living. 





RADIO CORPORATION OF AMERICA 


RCA LEADS THE WAY IN RADIO, ELECTRONICS, TELEVISION 


The Services of RCA: RCA Victor Division e¢ R.C.A. Communications, Inc. 
Radiomarine Corporation of America ¢ RCA Laboratories ¢ National Broadcasting Co., Inc. 
Blue Network Co., Inc. e RCA Institutes, Inc. 
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For outstanding achievement in the 

production of vital radio equipment, 

these awards have been given to 
RCA plants: 


ARMY ie Ly rs 


® y 
Sia’ NAVY 
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Army-Navy “E” to an RCA 
Instrument plant 





Army-Navy “E” to an RCA 
Tube plant 





Army-Navy “E” to the RCA 
Radiomarine Service 
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Wane looking for something 
else, our editorial eye chanced to 
fall on some observations we made 
on this page at the start of 1942. 


Measuring time by historical 
events, that was a very long time 
ago. We read with curiosity. How 
would so old an opinion on the 
war look today? 

Well—pardon a bit of boasting 
—it looks pretty good. More to 
the point, it illustrates that, while 
none of us can foresee the future, 
nevertheless there are basic ver- 
ities that we can tie to. 

In that piece we said it was an 
advantage that we had _ been 
brought into the war late—but 
not too late; that we would pro- 
duce not only the most weapons 
but the most modern weapons. 

“We shall beat them,” we re- 
marked, “not only with the tradi- 
tional weapons but with more and 
better airplanes than they ever 
dreamed could be put in the skies. 
The year 1942 may bring more re- 
verses but it will take us steadily 
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forward toward eventual victory.” 

Since then we have made the 
finest of tanks and guns in such 
huge quantity that we now have 
to ease up and shift even greater 
emphasis to planes and_ ships. 
Since then we have reached and 
passed the almost incredible rate 
of three ocean ships per day, 
while approximately halving for- 
mer building time for naval ves- 
sels. Since then our airplane out- 
put—measured in fighting power 
of total units produced—has more 
than tripled; and the “impos- 
sible” has been achieved in get- 
ting an actual mass production 
even of the four-engine bombers 
which Berlin fears more than any 
other single weapon. 

Of course, we didn’t foresee all 
this at the start of 1942. Nobody 
did. But what we banked on was 
a simple fact with which we are 
thoroughly familiar but which the 
supposedly cunning Germans and 
Japanese did not sufficiently al- 
low for. That fact is the remark- 





able productive genius, the daunt- 
less spirit and the driving energy 
of America. 

What lies ahead for America— 
after the war? We don’t know— 
in detail. Among us there will be 
defeatists and doubters and Cau- 
tious Cals who will view this fu- 
ture with timidity. What is there 
to fear? 

Should we be afraid of using 
our own supreme strength and 
power? Should we be afraid of 
using our vastly increased pro- 
ductive resources? Should we 
doubt our ability to provide 
peacetime employment for all our 
employable people? 

We don’t need any blueprint of 
the future and we would be skep- 
tical of any that might be pre- 
sented. Having seen America’s 
bold, resourceful, successful an- 
swer to the challenge of war, we 
just know that this same America 
can successfully meet any chal- 
lenge of peace, whatever the spe- 
cific problems. 
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The New Age in Transportation 
Radical War Changes — Peace Prospects 


By Warp Gates 


What To Do With $10,000 
For Profit — For Income 
By J. S. WitiiaMs 
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Gendreau 


The weather signs over the war and production fronts indicate that our White Christmas was 


but a prelude to a White and Bright New Year—a year of vast achievement, a year in which 


strong foundations will be built for post-war prosperity. 
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The Trend 


GET GOING, CONGRESS! ... A new Congress has 
assembled in Washington, determined to be inde- 
pendent and to show the Administration where it 
gets off. All right, Congress. There are lots of im- 
portant things that badly need your attention. Let’s 
see how smart you are. 

For instance, the weeks are ticking away and on 
March 15 some 27,000,000 persons are supposed to 
file income tax forms and fork over quarterly pay- 
ments on taxes that make former imposts seem like 
chicken-feed. Congress, if you don’t know that a 
goodly percentage of them will not have the cash 
you—and the T'reasury—are going to be rudely 
surprised. A great many of the 27,000,000 are indus- 
trial workers who are skipping around from job to 
job and don’t take much stock in income taxes any- 
way. Congress, if you don’t know that thousands of 
them are going to “forget” to file returns, you are 
just as stupid as the Treasury. 

This thing is important, Congress. It can become 
disgraceful. Also it is going to swamp a lot of peo- 
ple with a millstone of tax debt that they can never 
catch up with and that will impoverish the estates 
of most of those who commit the crime of dying 
within the tax year. 

We face this ridiculous situation because the 


LavRENCE STERN, Managing Editor 


SINESS ITSELF 


of Events 


Treasury was too stupid and stubborn to accept the 
Ruml pay-as-we-go tax collection plan or some 
sensible adaptation of it. The idea is plain common 
sense—so much so that it is bound to be adopted 
before the year is out. But March 15 is less than 
ten weeks away. Congress, if you are smart—instead 
of just anti-Roosevelt—you’ll get busy on this im- 
mediately. 

The contention that the Treasury would “lose” 
by skipping the 1942 tax year is nonsense. All 
that is involved is a sensible bookkeeping change. 
The money would roll in to the Treasury through- 
out 1943 just the same—except there would be con- 
siderably more of it than under the present archaic 
system. What difference does it make whether it is 
recorded on the books as a tax on 1942 or 1943 in- 
come? If you gag, like Mr. Morgenthau, because a 
few people would pay less on 1943 income than on 
1942 income, there’s a way around that too. Let this 
minority, in their 1944 forms, add for tax purposes 
the excess of 1942 incomes over 1943 income. That 
would fix that and get everybody equitably on a cur- 
rent tax basis for once and all. The principle of 
“which ever is highest” is already established in the 
earned income credit. 

Well, Congress. What do you say? 
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WAR FINANCING ... In the December Victory Loan 
drive approximately $12,906,000,000 was raised, a 
sum more than 43 per cent larger than the $9,000,- 
000,000 goal which had been set by the Treasury. 
This huge success of the largest single piece of war 
financing in the history of the world is highly grati- 
fying; and the leaders of the drive, as well as the 
many thousands who lent a hand, are due congratu- 
lations. 

As pointed out by the Federal Reserve Bank of 
New York, a noteworthy aspect of this drive is that 
the heavy sales of the special Victory Loan issues 
did not reduce the December demand for war bonds, 
savings bonds and tax-savings notes. All three of 
the latter types were bought in heavier volume in 
December than in November. 

There is a growing belief that the new Congress 
will not adopt a compulsory savings program. Quite 
likely this conviction has had a lot to do with the 
recent increased demand by individual investors for 
the various types of war issues. When people are 
uncertain as to what they may be forced to do, they 
do less voluntarily and conserve liquid cash. 

The Government might well consider the possible 
advantages of a formal declaration against forced 
savings. It should also consider the feasibility of 
either freezing present personal income taxes for the 
duration; or, if changes are made this year, declar- 
ing them to be the final alteration for the war pe- 
riod. Only when these uncertainties are eliminated 
or reduced to a minimum—as is the case in Great 
Britain today—can there be a conclusive test as to 
the total of war bonds that people will voluntarily 
buy. We have an idea that the amount would be 
very considerably more than could be obtained from 
a compulsory program. The fact is that any com- 
pulsory measure that Congress would accept could 
_ be no more than a half-way step, if that, and half- 
way measures in this matter would do more harm to 
Treasury financing than good. 


BELATED RATIONING ... Better late than never. 
As every housewife knows, many important types 
of foods have been getting increasingly and seriously 
scarce for many weeks, making it obvious that food 
rationing would have to come. The announcement 
of partial rationing recently made, to start in Feb- 
ruary, is just a starter. 

Meats are scarcer than most of the items covered 
in the announced program. Only unavoidable bu- 
reaucratic delays, which should have been foreseen 
long ago, are holding up meat rationing. However, 
people can’t hoard meat. There isn’t even a “run” 
on it, for you can’t buy steaks or hams that the 


butcher hasn’t got. And restaurant prices of $2 or. 


what have you for a small minute steak are “ration- 
ing” the patrons into eating something else. 

Partial rationing will tend to inflate prices of 
non-rationed goods. If people are forced by ration- 
ing to eat less food, they will have more money to 


spend for clothes, for example. It seems quite clear 
now that sooner or later all necessities will have to 
be rationed. That being so, it ought to be sooner 
rather than later. 

With the price-ceiling system beginning to crack 
in many directions, the Government should look the 
realities of the inflation problem in the eye. There 
isn’t a chance that it will be controlled by higher 
taxes or forced savings. The Treasury guesses that 
the 1943 “inflation gap” will be $25 to $30 billions. 
Congress will not—and should not—extract any- 
where near such a sum out of consumer incomes. 
That leaves only one final line of defense against a 
radical inflation of the cost of living. It is extensive 
rationing of consumer goods, perhaps combined with 
a consumption tax at graduated rates on luxuries 
and semi-luxuries. 

So far we have adopted selective rationing only 
after acute shortages had already developed. It is 
now time to start much more extensive rationing, 
before the scarcities multiply, as the ace in the hole 
against inflation. Rationing of the scope needed will 
be a big nuisance. But not a fraction as bad as 
would be a “galloping” inflation. 


THE CASE FOR THE FARMERS. ... Several issues ago 
we observed here—using figures supplied by Leon 
Henderson, the departing O. P. A. chief—that farm 
income in 1942 had broken all records by a big mar- 
gin. The figures were correct, but half a dozen 
readers—dirt farmers—have written us at length, 
citing the other side of the story and complaining 
that our point of view seemed unsympathetic. Ac- 
tually it isn’t. 

Yes, we know the farmer has a case. The 1942 total 
farm income is both past history and a statistical 
abstraction to farmers who can’t hire enough labor 
to keep going. There’s the rub—labor shortage; and 
what the Roosevelt Administration has done to date 
with this gravely threatening problem is like trying 
to kill an elephant with a fly swatter. 

Unless remedied, inadequate farm production will 
seriously harm the war effort. Higher prices, in our 
opinion, can’t be the answer. Out of any conceivable 
prices that consumers can afford to pay, it still 
would not be possible for farmers to compete effec- 
tively with industry for labor. We can see only two 
solutions worth exploring: 

(1) The organized mobilization of ’teen-age city 
and town children for farm work. 

(2) The assignment of considerable numbers of 
soldiers to lend a hand with farm work. We expect 
to have 7,500,000 men in the Army by the end of this 
year. It is to be doubted that a maximum of more 
than 3,000,000 over-seas can ever be kept continu- 
ously supplied by the shipping resources in prospect. 
If this is substantially correct, could not the Army 
afford to “farm out” half a million or a million soldiers 
during the periods of greatest strain in food produc- 
tion? We suspect that it could, if it had a mind to. 
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As. g See Ot | BY CHARLES BENEDICT 


THE NEW YEAR 


a ahead into 1943, we see a chance for 


the war has reverted to a struggle for power between 


our efforts in the field. And it has taken on such 
Solomon to win the peace. 
On the one hand, we have the ambition of Russia 


Black Sea including as far west as Latvia, down 
through Poland, old Serbia, Roumania, and part 
of Bulgaria. This in accordance with 
the most imperialistic dreams of old 
Czarist Russia. But Stalin goes way 
beyond even that. By the spread of his 
ideologies, he hopes to dominate Asia 
down to the Persian Gulf and even hold 
political domination over China, looking 
toward the Pacific. 

Against this are the nationalists in 
the various countries, seeking freedom 
of action and political independence 
under the framework of a United States 
of Europe. At the same time, a Com- 
munist faction is working for states sub- 
servient to Moscow—while there is a 
Fascist party tied to Berlin but ready to 
let the United States pull their chest- 
nuts out of the fire. This is particularly 
true in France with the battle being 
fought out in French North Africa. Here 
it is further complicated by the hatred 
and distrust of Britain whose interests 
have always maneuvered to retain the 
balance of power on the Continent. 

The United States stands in the mid- 
dle, having disavowed any territorial 
ambitions, against Churchill’s declara- 
tion: “We will hold what we have”. And 
African French leadership is very fear- 
ful of Britain’s territorial intentions 
after the war, since the advent of the 
aeroplane has altered British concep- 





victory over Hitler hampered by a vicious free-for- 
all fight not only for control of Europe, but for eco- 
nomic and political control of the individual states. 

Since the landing of our troops in Africa and the 
certainty that the tide had turned against Hitler, 


the various factions, with the bad effect of slowing 


serious aspects that it will need the wisdom of a 


to control Eastern Europe from the Baltic to the 













Mediterranean if they are to secure their route to 
the Near East and the outposts of the Empire. 
The intrigue here is assuming dangerous propor- 
tions if we are to judge from General Giraud’s ac- 
tion in the arresting of very important figures in 
the plot to murder him as well as the American Min- 
ister, Mr. Murphy. The arrival of Churchill’s 
personal representative, the Conservative Colonial 
Secretary, as a special political advisor to General 
Eisenhower to supplement Mr. Murphy, complicates 
matters still further. Far from smoothing out the 
difficulties, it will only tend to increase them, for 
the English have backed pro-British General de 
Gaulle, while the United States has not—preferring 
to back General Giraud, (Please turn to page 381) 


THE PATTERN OF RUSSIAN OFFENSIVES 





[=] Russian orear now held by Axir 
GER Areas retoken by Russia since Now20 
dG Direction of Rustian driver 














wo = 200 





300 MILES 





FS Ggdeirtapol © Rovororri © Maiko 


en . Maps 


Se naient aN 





a eo | saint ice 


rozny 


























tion of the protection necessary in the 


JANUARY 9, 1943 





TURKEY <— Sa 
Sovfoto 


325 











The Wisest Market Policy Now 


Market recovery shows increasing signs of waning vitality and 


we think a substantial reaction 


is in the making as home- 


front uncertainties re-assert themselves and questions arise as 
to whether "short war" optimism may not have been excessive. 


es As 2s 


Summary of the Fortnight: The cross-currents 
created by tax adjustment operations dominated the 
year-end period as usual, but slight advances in the 
averages and many new highs in individual equities 
were sufficient to maintain the long established prece- 
dent of rise or firmness at this season. 


; recent market action, despite the attainment 
of a new 1942 closing high in the industrial average 
on the day after Christmas and the establishment of 
an intra-day high a fraction above 120 on the final 
day of the old year, has been too sluggish to give 
much cheer to the bulls or dampen the hopes of those 
who have deferred purchases in expectation of a sub- 
stantial reaction before long. 

So far as the immediate future is concerned, the 
technical evidence bearing on trend might just as 
well be dismissed from consideration. T'ax sales and 
switches, and consequent increased volume, always 
confuse the market picture at the year-end. Early 
January rallies, especially in recent years, have been 
unreliable even when they looked pretty good while 
in progress—and as this analysis is written, on only 
the second market trading day of the new year, it 
even remains to be seen whether issues that had been 
under tax-sale pressure can stretch their legs in a 
rally as they usually do in the forepart of January. 
So far at least, the “war stocks”’—many of which 
had been subjected to considerable tax selling— 
remain pretty sluggish. If these backward issues can 
not contribute something to rise in the averages, that 
would mean that support for extension of the re- 
covery trend could come only from where it has 
been coming for many months—that is, demand, pre- 
ponderantly of investment character, for “peace 
stocks” and “‘peace-or-war stocks.” 

For some time this demand has been losing effec- 
tiveness, though up to now it has continued to over- 
balance liquidating pressure. For two months our 
technical measure of over-all demand has moved gen- 
erally sidewise, with a declining tendency over the 
past fortnight. Over the same period, our measure 
of liquidating pressure has been in a persistent up- 
ward trend, with a sharp rise during the past fort- 
night. With tax pressure out of the way, it should 
very soon be evident whether the market’s supply- 
demand balance is on the verge of an important 
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adverse shift. On the tentative evidence it looks so. 
Obviously, if the present increasing willingness of 
investors and speculators to sell stocks continues, 
only a rise on the demand side can keep the recovery 
trend going, without the interruption of a more con- 
siderable reaction than any of the minor downturns 
witnessed since the major turn-around last spring. 
We are not particularly impressed by the fact that 
a goodly number of individual stocks continue to 
make new high every day. In a bull market, 
naturally the new highs always greatly outnumber 
the new lows—and for stocks at recovery highs it 
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takes only 14g of a point more to record further 
highs. 

In view of the relatively modest capital that the 
market has been able to make out of the remarkable 
concentration of good news over the past three 
months, we find it hard to anticipate that possible 
news developments during the forepart of this new 
year can be so dynamically more favorable than what 
we have already had as to induce broad further rise 
in the averages. 

From the low of last April to July the industrial 
average advanced about 16 points to 109. By mid- 
October the July high had been extended 6 points to 
115. By November 9 another 214 points had been 
added, taking the level to 117.30. Seven weeks later, 
near the year-end, another 2144 points had been 
added. In short, about 22 points of recovery up 
to mid-October, about 5 points from then to date. 
Thus, the evidence seems clearly to indicate wan- 
ing momentum on the upside; and whether or not 
the 120 high in the Dow-Jones industrial average 
can be moderately bettered during January, we con- 
tinue to feel that longer term commitments should 
be deferred, pending the establishment of more at- 
tractive buying opportunities on reaction. Lest any- 
one mistake our position, we wish to emphasize that 
we are not bearish—just “reactionary-minded.” We 
do not suggest that present investment holdings—if 
you are satisfied with their character and willing to 
ride with them through the transient squalls that 
always from time to time descend on major bull mar- 
kets—should be liquidated. 

As further evidence that the market has begun to 
find the going much harder, it is worth noting that 
this publication’s weekly index of 270 stocks has 
shown a clear-cut tendency over the past several 
weeks to lag behind the Dow industrial average. It 
did not “follow” the latter average to a new recovery 
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as a whole much more 
representatively than can any average of 30 
selected stocks. For instance, in the final phase of 
the bear market from December, 1941, to April of 
1942, this weekly average showed far more impres- 
sive resistance than the Dow-Jones industrial aver- 
age. Its December low of 42.6 was violated at the 
extreme April, 1942, low by only 1.2 points or 2.82 
per cent. Over the same period the Dow industrial 
average had a net decline of 13.42 points or 12.62 
per cent. Sometimes the market “leaders” just don’t 
lead—and we suspect that another instance of the 
real leadership being taken by the “rank and file” of 
the market, as reflected in our weekly index, may 
right now be in the making. 





For the sake of reasonable perspective on longer 
range potentialities, however, it should be pointed 
out that, despite a net advance to date of about 32 
per cent from the bottom of last April, the present 
recovery high of 54-55 in our index of 270 stocks 
is a rather low high. Looking back over the seven 
years 1933-1939, the annual highs made by this 
representative index were around 71-72 in 1933, 
1934 and 1939 or about 31 per cent above the pres- 
ent level; around 77 in the years 1935 and 1938, or 
40 per cent above the present level; and 105 and 122 
in 1936 and 1937, respectively, or about 100 per 
cent and 121 per cent, respectively, above the exist- 
ing price level. Rome wasn’t built in a day, however, 
and neither are bull markets. 

In domestic developments, interim market factors 
to be allowed for include new budget and tax propos- 
als, further restrictions on the civilian economy and 
preparation by large numbers of people to pay the 
heavily increased income levies on March 15. 

As regards the war, optimism on the duration 
factor may prove to have been somewhat excessive. 
After all, the Battle of the Atlantic will largely 
determine the scope of (Please turn to page 387) 
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WHICH INDUSTRIES OFFER BEST 
PROSPECTS FOR 1943? 


Masy stock market sooth- 
sayers, including the Dow 
Theorists, hold that we are 
now in a bull market (following the four-year major 
downtrend of 1937-42), and the ability of the aver- 
ages to reach a new high during the recent tax-selling 
period supports this view. While “inflation” is no 
longer a market catchword—the cry “wolf wolf” has 
been heard too often—some part of the inflationary 
gap in consumer income seems likely to overflow into 
the 1943 market. 

When the European war started in September, 
1939, many feared a market crash similar to that 
which occurred in the “black market” of 1914 when 
the Exchange was closed for several months. But 
public psychology sometimes responds the contrary 
way. Many speculators remembered the skyrocket- 
ing “war babies” of 1916 and, instead of selling the 
market, they bought heavily some of the low-priced 
potential war issues like International Mercantile 
Marine. This move soon fizzled out as people began 
to ask whether it was a “phoney war.” A rude 
awakening occurred in the summer of 1940 when 
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the Fall of France brought 
a real crash due to panicky 
fears of losing the war. 
About two-thirds of this ground was recovered when 
Hitler failed to invade England, but a gradual de- 
cline to new lows followed in the next two years, 
accentuated last December by unusually heavy tax 
selling plus Pearl Harbor. In May, 1942, the mar- 
ket was encouraged by rapid conversion of indus- 
trial plants to a war basis, and the November elec- 
tion results encouraged an uptrend which has car- 
ried the three major averages well above last year’s 
level. 

However, different groups have moved divergently 
during 1942. The successes in Russia, Africa and 
the Orient have again raised hopes of a short war. 
So-called war stocks have made an unsatisfactory 
showing and some of them, particularly the copper, 
aviation, manufacturing and machine stocks, are 
near the year’s low levels. Rails have lagged despite 
sensational earnings statements and dividend declar- 
ations, due to fears of a post-war depression. Other 
groups such as the mail order stocks have advanced 
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smartly despite probable 1943 difficulties with ra- 
tioning and shortages. 

While the outlook for 1943 is naturally clouded 
by the momentous decisions at Washington and the 
changes in the tides of battle, it seems likely that the 
war stocks (no matter how cheap they may appear 
on current earnings) will regain only part of their 
original popularity, for time is working against 
them. Some peace stocks, on the other hand, may 
have advanced too rapidly. Readjustments in the 
various groups, as well as between individual issues, 
will doubtless continue to follow the trend of the 
news and the currents of market psychology. Against 
this background we herewith present an investment 
appraisal of the 1943 prospects of the individual 
industries in their alphabetical order: 

Aviation—There is a sharp division of opinion 
regarding the outlook for manufacturing companies 
and transport lines, the former being classed as war 
stocks and the latter as peace companies. This dis- 
tinction has perhaps been overdone, since the air 
lines may be in the market for planes after the war 
—war planes may be adaptable for peace use only 
in limited degree. Mergers and readjustments are 
anticipated among the manufacturing companies but 
the older and larger companies like Douglas, United 
and Sperry will be in a strong position to meet post- 
war readjustments. Tax credits, cash backlogs and 
the privilege of buying Government constructed 
plants at low figures may bolster the industry. If 
the United States is going to “police the world” we 
may continue to arm after the end of the war. Air- 
plane manufacturing companies will be called on for 
new models and replacements, while the automobile 
industry will go back to making cars. There is 
little doubt that the air manufacturing stocks have 





SULINUUNYELUUALEEEEUAUEAT ETE 


FEDERAL RESERVE BOARD 
INDEXES 


1935 - 39 — 100 


E Percentage Changes in the Sub-Indexes of 


Industrial Production in 1942 





STEEL 


RAYON a 


CRUDE OIL 
INCREASES 






; ReLeaTHer 


heavily discounted post-war problems, but a present 
buyer should choose the best companies, or else di- 
versify broadly, and should be prepared to sit with 
his holdings for some time. 

The air line stocks became suddenly popular last 
summer on the theory that they would take a great 
deal of local light traffic from the railroads after the 
war. Fanciful stories appeared regarding the pos- 
sibility of glider “trains” handling all our mail and 
express traffic, while huge ocean air liners would 
carry passengers and freight to the far corners of 
the earth over-night and the helicopter would be- 
come the family flivver. Without gainsaying the fact 
that war has greatly stimulated the industry, it ap- 
pears likely that the air line stocks (currently mak- 
ing good money, because like the railroads they are 
solidly loaded) may rest on their laurels during 
1943. American Air Lines has apparently estab- 
lished itself as the leading domestic line, and Pan- 
American is entrenched in the foreign field, though 
the latter may meet stiff competition after the war 
from subsidized foreign lines together with Amer- 
ican Export, North Western Air Lines and other 
domestic companies. 

Auto and Accessory Industries ——These companies 
have gone over almost solidly to a war footing. Earn- 
ings for this year will be surprisingly good consid- 
ering the time lost in making the change-over, the 
inroads of taxes, etc. However, the pending renego- 
tiation of contracts remains a cloud on 1943's earn- 
ings. Leading motor stocks have acted well market- 
wise, since it is felt they are assured of a good mar- 
ket for cars and accessories in the post-war period, 
although the switch-back to a peace footing will nat- 
urally take time and money. From an investment 
viewpoint, we consider prospects well above average. 
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Bank stocks have enjoyed some slight recent pop- 
ularity due to their capital leverage. While interest 
rates are pretty well stabilized, more Government 
bonds owned per share of stock outstanding will 
mean somewhat larger earnings. However, the banks 
cannot hope to enjoy anything like their popularity 
in the 1920’s, when interest rates on call money and 
commercial loans were much higher and the com- 
panies also benefitted from the stock market opera- 
tions of their investment affiliates. On a yield basis 
some are moderately attractive. 

Beverage and confectionery stocks remain gen- 
erally firm because of their war-and-peace character, 
despite the difficulties many of them are encounter- 
ing with raw materials, distribution problems, ete. 
Longer term prospects are good, 1943 prospects not 
too clear. The liquor stocks enjoyed their own bull 
market in 1933 when prohibition was thrown out. 
The advance was over-done, they “fell out of bed” 
and since that time have continued to sell at modest 
multiphers. of the share earnings. Recently they 
have gained some recognition as “peace” stocks, 
although most of them continue to sell around 4 or 
5 times earnings. The leading hard liquor compa- 
nies, such as National, Schenley, Hiram Walker and 
Distillers Corp.-Seagrams, are well fortified by huge 
inventories so that diversion of production facilities 
to alcohol for war purposes has not interfered much 
as yet with liquor sales. This group will probably 
continue to do well in 1943 earnings but is not at- 
tractive except on goodly reaction. 

Building group has gained moderately on peace 
prospects, though the year’s range for most stocks 
has been comparatively narrow. There is consider- 
able diversity in the price-earnings ratios-—Ruber- 
oid with its 53-year dividend record still sells con- 
siderably lower than the investment favorites, Johns 
Manville and U. S. Gypsum. Crane, formerly quite 
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popular, sells at a lower multiple of earnings than 
Masonite, a comparative newcomer but apparently a 
“growth” stock. This group has above-average 
market potentials, since war position is fair and 
peace position promising. 

Chemical stocks continue prime investment fa- 
vorites—they are almost the only “growth” indus- 
try of the 1920’s which have made good and con- 
tinue to sell at fancy price-earnings ratios. The 
industry is tinged with the glamor of research in 
plastics, vitamins, drugs, rayons and new synthetic 
products of all kinds. While most stocks are too 
“fancy” for the small investor, there are still a few 
low-priced issues such as Commercial Solvents, Ten- 
nessee Corporation, etc. A feature article on the 
chemicals begins on page 346. 


Poor Back Record 


Coal stocks have had the dubious distinction of 
making the poorest market record of any group 
since 1929—but all have shown a fair recovery in 
the past year or so, though still selling to average 
about one-tenth of the high level of the 1920’s. War 
activity and the fuel oil shortage have greatly stim- 
ulated earnings, but with new pipe lines under con- 
struction and the post-war return of tankers, the 
fuel shortage will disappear. Over the longer term 
the group seems likely to resume its downhill trend, 
though the recent discovery that pulverized coal can 
be mixed with oil might prove a favorable factor. 


Container industry is subject to cross-currents. 
Glass producers have the advantage over can com- 
panies, though the latter are, so far as possible, 
adapting their processes to the shortage of steel and 
tin. The recent WPB order greatly curtailing the 
use of steel for making cans will create new prob- 
lems, and glass companies still appear to have the 
better outlook for 1943. Even they, however, may 
be affected by the general shortage of canned food 
now developing, though of course this largely re- 
flects diversion to the armed forces and lease-lend. 

Dairy stocks are doing quite well this year, with 
their products in great demand, though price ceil- 
ings have held profit margins down somewhat. The 
three leaders—National Dairy, Borden and Beatrice 
are conservatively priced on earnings, but seem to 
lack speculative appeal. 








Drug and cosmetic industry made a good showing 
in recent years and the outlook for 1943 appears 
reasonably good, though shortage of materials may 
create difficulties here and there. The group can be 
classed with the peace industries, and is in effect a 
branch of the chemical industry (though the stocks 
sell at much more attractive ratios to earnings). 
Some have definite investment attraction. 


Electrical Products companies include the mak- 
ers of heavy machinery — General Electric, West- 
inghouse, ete. — and the producers of household 
appliances and other light products. The former 
have been extremely busy with generators for the 
Navy and the utility companies, and a variety of 
other war work—General Electric sales, like those 
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of General Motors, have 
reached the _ billion-dollar 
level. The smaller companies 
making washing machines, 
radios, etc., have had greater 
readjustments to complete, 
and earnings have been 
rather mixed, with most fig- 
ures on the down side. An 


tric, which (it is estimated) 
may earn around $5.60 per 
share compared with $4.59 
for last year. The post-war 
outlook for the “little fel- 
lows” in this industry ap- 
pears to be somewhat better 
than that of the big pro- 
ducers, since the public will 
be heavily in the market—if 
the war lasts another year— 
for refrigerators, radios, and 
other gadgets; with the de- 
mand for industrial current 
declining, utilities might not 
be in the market for more 
generators, and the demand 
for heavy goods may fall off. 


Finance stocks—the companies which underwrite 
“partial payment” paper of all kinds, principally 
on automobile purchases—declined rather steadily 
during 1939-41, but early this year it was suddenly 
realized that these companies had enormous liquid 
assets and that even if they went out of business the 
stocks were undervalued. They have therefore en- 
joyed a moderate recovery, but considering the good 
records of the two leaders—Commercial Credit and 
Commercial Investment Trust—these do not seem 
overvalued. As peace stocks they might well enjoy 
a further modest recovery in 1943. Household 
Finance and Beneficial Industrial Loan, which han- 
dle personal loans, are less affected by restrictions 
on Juxury merchandise and durable goods. Some of 
the finance companies are searching for new fields 
of activity to supplement income. 


Food Outlook Mixed 


Food companies are being affected by the numer- 
ous shortages, restrictions on canning, smaller profit 
margins on government sales, etc. However, they 
remain moderately popular as peace stocks. In view 
of the many cross-currents in the industry, the out- 
look for 1943 seems somewhat clouded. But seasonal 
dividend payers, such as General Foods, Beech-Nut 
Packing and General Mills, will remain in invest- 
ment favor. 

Household furnishings companies are having a 
rather hard struggle due to material shortages, and 
the outlook for next year seems still more uncertain. 
Nevertheless, this group remains near its best level 
for the year, on well-founded peace expectations. 


Insurance stocks are puzzling to the average in- 
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Westinghouse 


vestor due to their peculiar bookkeeping. Profits on 
fire insurance are relatively narrow, since the busi- 
ness is highly competitive, but most of the companies 
have substantial investment portfolios. Market in- 
terest in the group has revived somewhat recently, 
but some issues remain sluggish. The group seems 
to lack appeal for the smaller investor. 

Investment trust companies divide sharply into 
three groups—the “open end” trusts which holders 
can liquidate at close to actual value (but on which 
they pay a “loading” charge), the management 
trusts which sell at substantial discounts from liqui- 
dating value, and the low priced “leverage” trusts. 
The two best known management trusts, Lehman 
and National Bond & Share, furnish an excellent 
investment medium for small investors, while the low 
priced leverage issues furnish the speculator with an 
ideal long-term “call” on a bull market. Due to their 
leverage features, most low priced trust shares sell 
less favorably in relation to liquidating value— 
though one of them, Niagara Share on the Curb, is 
selling at less than half estimated liquidating value. 
Other issues include Adams, American General, 
American International, Atlas, General American 
Investors, Tri-Continental, and U. S. & Foreign. 
While most of these issues have already doubled or 
tripled in price from their 1942 lows, they are still 
selling at small fractions of 1929 highs. 

Leather and shoe stocks make a mixed picture 
marketwise. Leather stocks, like U. S. Leather and 
American Hide & Leather are evidently regarded as 
war stocks, and are selling well below their highs. 
The former has just paid off the last of its preferred 
arrears. Earnings have held up fairly well for the 
shoe companies, and they would seem moderately at- 
tractive except for the confused outlook for next 
year. While the possibility of rationing shoes has 
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been mentioned from time to time, it does not seem 
likely in the near future. 


Farm machinery stocks make quite a diverse pic- 
ture—with International Harvester selling at about 
17 times earnings, compared with Minneapolis 
Moline at two times estimated earnings, and Deere 
at seven times. Oliver and Minneapolis Moline ap- 
pear rather attractively priced, both on a war and 
peace basis. 


Machinery and machine tool stocks include a 
long list which are, for the most part, selling at ex- 
tremely low price-earnings ratios. Some stocks with 
quite respectable records such as Bullard, National 
Acme and Niles-Bement-Pond are selling at only two 
or three times the current earnings and would ap- 
pear to have over-discounted a post-war let-down. 
This group appears to present 1943 speculative op- 
portunities for most of them are selling (along with 
the copper, aviation manufacturing and shipbuild- 
ing stocks) near the year’s low levels, and some mod- 
erate readjustment would seem in order. Preference 
should be given to those with satisfactory pre-war 
earnings. Of course the industry is in for a major 
readjustment, but the best companies should be able 
to make a modest living re-tooling peace industries 
here and abroad. 


Meet packing stocks have been unpopular with 
the exception of the Argentine Company, Swift In- 
ternational. The low-priced leaders—Armour and 
Wilson—are nearer 1942 lows than the highs, and 
are doubtless meeting some tax selling. The indus- 
try, which normally operates on very narrow profit 
margins, has been “squeezed” between rising farm 
prices and retail ceilings. However, this group is 
usually considered among the so-called “inflation” 
industries, and might enjoy some speculative come- 
back in 1943. With many small packing plants re- 





Cushing 





ported temporarily closed, Washington will doubt- 
less lend a more attentive ear to the industry’s trou- 
bles in 1943. 


Metal and metal fabricating stocks present a 
highly diverse picture. Gold stocks were quite un- 
popular earlier in the year due to fears of govern- 
ment controls, but have since enjoyed a partial 
come-back. They have probably shown sufficient im- 
mediate recovery. Gold companies usually suffer 
from rising costs during an inflationary period, since 
the price of the product is fixed. Outlook for the 
silvers will probably depend on legislative changes 
not in prospect. The copper stocks are largely 
classed with the war stocks and many are selling 
near the 1942 lows. Perhaps investors are overlook- 
ing the fact that there has been no runaway price 
advance in the metal, and that the government might 
make some further concessions next year to meet 
rising costs. Unfortunately the industry seems some- 
what unpopular with the Administration, which has 
pegged the price at 12 cents (plus an adjustment in 
some cases to cover certain additional costs. The prin- 
cipal reason for investors’ distrust is that copper is 
an indestructible metal and there may be a huge 
backwash of unused war metal. However, a substan- 
tial amount of this might be absorbed by the util- 
ities, now short of their normal supply. Any revival 
of inflation philosophy in 1943 should benefit the 
coppers to some extent. 


Motion picture and amusement stocks are a rather 
mixed assortment, many of which had tough going 
during the 30’s due to burdensome real estate. 
Loew’s, despite its excellent record of recent years, 
still sells at only about six times earnings; Para- 
mount, which has made a strong comeback and seems 
in sound financial condition, sells under five times 
earnings, and others at even lower multiples. Since 
the industry is both a war and peace industry, it is 
surprising that the stocks have not had a further 
advance. The outlook for 1943 seems particularly 
promising for this group, despite possible film short- 
age and Federal moves in the direction of increased 
censorship. The $25,000 salary limit should be a 
boon to the industry. Certainly there will be plenty 
of income in 1943 which can’t be used for groceries 
and gadgets, and which may find its way to the box 


office. 


Office equipment companies are busy with war 
work and earnings of most companies are holding up 
well. There should be a good backlog of orders for 
typewriters and other business machines to fill after 
the war. While these stocks have given a pretty 
good account of themselves this year, they still seem 
reasonably priced on earnings, and stocks like Rem- 
ington Rand and National Cash Register should 
continue popular next year. 


Oil industry has been subjected to considerable 
Government regulation, yet even Atlantic Refining 
(which has suffered severely from gasoline ration- 
ing) is selling half way between the high and low. 
Large producing com- (Please turn to page 377) 
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BY LAURENCE 
STERN 


Mone than 100 agencies and 
organizations — some govern- 
mental, some private are 
formulating “plans” for the 
post-war period. The general 
objective of all is a high and 
rising employment, national 
income and living standard. 
In proposed methods of at- 
tainment they vary widely. 

It is interesting, and per- 
haps significant, that in recent 
months — since war output 
went over the top and our 
broad military _ strategy 
changed from defensive to 
offensive — one hears much 
more discussion of the post- 
war leadership opportunities and responsibilities of 
private enterprise. Previously, while we were on the 
defensive, the post-war “plans” claiming public at- 
tention were mostly those emanating from Federal 
agencies. 

Let me say to begin with that I am more than a 
little skeptical of long range “planning”—especially 
as the word is loosely bandied by so many of our 
liberal theorists and reformers. The very essence of 
a real plan is specific detail. All long range “plans” 
for shaping our post-war economy are strong in gen- 
eralities, weak in details. None can adequately fore- 
see or make allowance for future economic and politi- 
cal changes. Post-war “plans” made at Washington 
put major, and excessively optimistic, reliance on 
Government intervention in and control of economic 
activity. Post-war “plans” made by groups of bus- 
iness men exaggerate, in my opinion, what “free 
private enterprise” can do in solving on its own the 
over-all national problems relating to total employ- 
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SHAPE OF POST-WAR 
PRIVATE ENTERPRISE 


ment and national income in this complex world. 


Instead of talking of national “plans,” we will be 


on sounder and more practical ground if we can 
reach agreement on some basic principles as regards 
the respective—and inevitably inter-related—roles 
of private enterprise and of government. 

Recently Henry J. Kaiser,an admirable practitioner 
of efficient and competitive private enterprise, made 
an inspiring public address on the opportunities and 
responsibilities of business leadership in the post-war 
world. I must take exception, however, to Mr. 
Kaiser’s general concept—the concept, running 
through his address, that we are confronted with an 
“either-or” choice; and all-or-none choice as to our 
economic and social organization. 

He said: 

‘“‘We (meaning business leadership) are now sum- 
moned either to show the way to a decent standard of 
living and self-respect for our people, or to sur- 
render, perhaps for the last time, to the compulsions 
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and directions of the dictator state.” 

Again, he said: 

“The time has now come for American industry to 
take the leadership and actually put a plan into 
action.” 

Paraphrased, this is a call for private industry to 
“take the ball” from the government quarterbacks 
and shape its decisions and operations along planned 
lines calculated to assure the optimum in employ- 
ment and national living standards. 

Now I agree that private enterprisers-—especially 
as represented by giant corporations employing 
large numbers of workers and serving very large 
consumer markets—must become more mindful of 
their social responsibilities than they ever were be- 
fore. But in practical fact there are limits, not very 
elastic, beyond which the management of any cap- 
italist enterprise by the dictates of social conscience 
will bankrupt such enterprise—and a bankrupt en- 
terprise, no matter how lofty the social vision of its 
owners, will not employ any workers. In the mind 
of any business man, social idealism must conflict at 
many points with the profit motive through which 
alone can the maximum of producing efficiency be 
attained. 


Agreement on Effective Action 


‘There are several millions of individual enterprises 
operating in this country. Those who believe that an 
effective number of business men can be brought into 
agreement on a common course of action—actuated 
more by social needs than by profit possibilities— 
are, in my opinion, either naive or remarkably 
optimistic. For instance, Mr. Kaiser’s suggestion for 
consumer down-payments in war bonds against post- 
war delivery of durable goods—whether it is work- 
able or not is quite beside the point made here—has 
already got a thumbs down both from important in- 
dustries and from the United States Treasury. This 
is an example, if any be needed, of the great dif- 
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ficulty of getting collective agreement on any na- 
tional “plan.” 

However, assuming there could be collective 
national action by business leaders, what reason is 
there to suppose it would be wiser or less fallible 
than the collectivist “planning” of Federal officials? 
Remember that the genius of business men is for pro- 
duction and trade, not for sociology, politics and 
abstract economic theory. Conversely, the genius of 
government is for regulation, not production. 

I do not accept the “either-or” choice posed by 
Mr. Kaiser—and posed, as well, by all too many 
other people in business, in our academic halls and in 
governmental circles. We are not confronted, and 
will not be confronted, by a choice between Fascism 
and Communism or by a choice between “the dictator 
state” and “free private enterprise” or by a choice 
between some governmental intervention in the eco- 
nomic sphere and none. 

Laissez-faire is dead, buried and long forgotten. 
Government intervention as a balancer and regula- 
tor, supplementing and complementing the free play 
of private initiative, is new only in degree, not in 
fact. What were the tariff laws, the pure food and 
drug laws, the graduated income tax, the establish- 
ment of the Federal Reserve banking system if not 
“intervention” in the sphere of economics? 


The Flexibility of Our System 


Fortunately, a primary attribute of our democ- 
racy is its flexibility and adaptability. Thanks to 
democracy, we can periodically change our govern- 
ing officials when we are no longer satisfied with their 
performance. Thanks to democracy, we can modify 
our institutions and alter our economic concepts to 
cope with changing conditions and new national 
problems—without either killing private enterprise 
or surrendering our fate to “the dictator state.” 
Otherwise, and only otherwise, would we have to 
make the “either-or” choice. 

I do not deplore Government intervention as such. 
I know that in very important degree it is both 
necessary and unavoidable. What I deplore is its 
inadequate intelligence and excessive addiction to 
partisan politics, as currently practiced. 

Manifestly, a Government truly representative of 
the majority wishes of a democratic people ought to 
strive in every feasible way to foster the maximum 
possible volume of privately-generated economic ac- 
tivity and employment. If, having given all feasible 
encouragement to private enterprise, there is still 
any important problem of “idle money, idle machines, 
idle men,” then obviously the Government must step 
in and fill the gap through public expenditure. 

But while the Roosevelt Administation has the 
loyal cooperation of business men in the common war 
effort, its domestic policies have never had the trust 
and confidence of the bulk of capitalist enterprisers. 
On the contrary, this Administration has needlessly 
gone out of its way to provoke the hostility, distrust 
and suspicion of business men. It “primed the 
pump” copiously to make up for inadequate, job- 
making private investment; but never has it given 
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serious consideration to the creation of a flexible 
taxing policy intelligently calculated to induce pro- 
ductive private investment by providing special in- 
centives for it. Instead, progressive, expanding en- 
terprises are taxed for all that the traffic will bear— 
“we need the money”—on a par with monopolistic or 
retrogressive enterprises. 

Of course, the now old New Deal, as a political 
institution, is on its way out—but its reforms 
least those that are workable—will stick, the pro- 
fessed fears of our “liberals” to the contrary not- 
withstanding. Also a goodly part of its social and 
economic ideology will be lasting. Republican candi- 
dates seeking office will talk generalities about econ- 
omy in government and encouragement for business, 
but where they will be most specific i is in promising 
high wages and good farm prices and a square deal 
for the common man. Like the Democrats, they 
know where the votes are. 





The Political Reaction 


The scope of the inevitable post-war reaction 
against domestic and international New Dealism is 
unpredictable—depending on many events in the 
meanwhile and how fed up people get with the 
numerous irritants of war. It is even possible that it 
could take this country back to a goodly degree of 
isolationism, which would be very unfortunate and 
regrettable in long-term results. But in any event 
there will be a protracted post-war economic boom. 
There always is after a great war. After our Civil 
War, the boom lasted eight years, after the World 
War ten years. There is no mystery about this. De- 
ferred consumer needs, an inflated money supply, 
large accumulated sav ings and radical technological 
innovations in a great variety of goods and materials 
and industrial processes can be counted on to sup- 
port a boom. 

The only possible post-war alternative to full scale 
international cooperation 


ing ability for at least five years after the war. Thus 
there is quite real danger that the inflation which so 
many are fearing now will run to speculative excess 
in the post-war boom period, unless effective govern- 
mental restraints are maintained. 

It is not mere chance that the political pendulum 
is now swinging in a generally Rightward direction. 
It always does when employment is high, when 
money is plentiful and when people are generally 
satisfied with the functioning of the private enter- 
prise system. In my view, the post-war political at- 
mosphere—as long as the boom lasts—will be con- 
servative (or so considered by capitalists) and will 
seem remarkably free of turmoil as compared with 
either the present time or with the pre-war New Deal 
years. 

But post-war booms of the kind visioned here will 
not give us the permanent answer that the American 
people seek. What the so-called common man wants 
above all is security and continuity of employment. 
He puts that even above high wages, though he 
wants both. He does not accept the business cy yele— 
the familiar past sequence of expansions and depres- 
sions—as a God-ordained tribulation that he must 
bear with resignation. 





A few corporations in stable-volume lines have 
adopted a guaranteed minimum annual income for 
workers. Perhaps it would be economically feasible 
to adopt this practice more widely in steady con- 
sumption goods industries. Indirectly it would re- 
duce to some extent the instability heretofore inher- 
ent in durable goods industries. But at best it would 
be a partial and inadequate answer. 


There is no evidence whatever to suggest—and no 
reason to believe—that private enterprise, without 
Government intervention, can master the business 
cycle and maintain permanent employment levels 
both high enough and stable enough to satisfy public 
demand. If this is forgotten or put out of mind dur- 
ing the coming prosperity (Please turn to page 387) 
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would be a “balance of power” 
combination of the English- 
speaking nations, so strong 
militarily that none would 
challenge it. Either way, we 
will maintain a large military 
establishment for years to 
come, perhaps permanently— 

easing the employment prob- 
lem proportionately. If we 
take a major part in supply- 
ing materials and equipment 
for the reconstruction of 
Europe—and if we are to 
supply any considerable part 
of the countless things that 
Latin - America, China and 
various other nations will be 
clamoring for—the combined 
demands—private and gov- 
ernmental — would probably 
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Renegotiation of Army war contracts will result in 
price reductions and cash refunds totaling $1,000,- 
000,000 during 1942. Earlier, contractors were 
asked to produce war material in the shortest pos- 
sible time, and, in some instances, in quantities far 
beyond anything they had ever attempted. Costs 





Washington Sees: 

Much-talked-of revolt against New Deal labor 
eens in the new Congress will not get very 
ar. 

Certain congressmen are readying for the 
Congressional bill hopper measures designed to 
restrict the power Tiber and labor organiza- 
tions and the authority of the Federal govern- 
ment over labor matters. Some proposals being 
prepared aim to suspend the aA ie week, out- 
law strikes in war industries, make unions liable 
to the Federal anti-trust statutes and prohibit 
labor unions from making contributions to po- 
litical campaigns. 

Idea is that the new Congress will be more 
conservative than the last, that the greater Re- 
publican membership will be opposed to the 
New Deal and its works and that a coalition of 
this group with the conservative Democrats can 
get legislation enacted. 

Republican leaders, however, do not interpret 
the recent election results as a mandate to pe na 
an anti-labor front. The labor organizations have 
been going down the line in past elections telling 
their members that a Republican victory would 
result in wiping out the gains that labor has 
made. Democrats, the New Dealers and the 
regulars, used the same argument too. 

Republicans are not going to play into the 
hands of the Democrats. They are not going to 
use their first taste of power in a decade to 
alienate one of the largest and most powerful 
voting groups. Their eyes are on the White 
House and a victory in 1944 is within their sight. 
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could not accurately be estimated and when tested 
by actual production figures, the estimates fre- 
quently turned out to be far too high. In many 
cases, large profits resulted which the contractors 
neither anticipated nor sought to retain. Hence, the 
excesses are rolling back, and probably will continue 
to do so throughout 1943. 


Armed services and war plants have been steadily 
draining automotive repair shops of their mechanics. 
Result has been that the number of mechanics left 
in the nation’s garages and repair shops is fast ap- 
proaching the minimum which will be required to 
maintain essential truck and passenger car trans- 
portation. Problem is so serious that O D T will put 
on an educational campaign to sell auto mechanics 
on remaining where they are. The housing shortage 
in the war plant regions is another factor seen as dis- 
couraging transfer of mechanics. 


W P B has learned from Leon Henderson’s experi- 


ence. It’s inviting industrial executives who feel 
they are receiving WPB questionnaires which they 
believe unanswerable to bring their troubles to its 
newly-created “industry advocate.” First to hold the 
post is James Clay Woodson, Cleveland industrialist. 
He will examine all questionnaire forms sent to in- 
dustry. He will balance the need for the asked-for- 
data against the burden imposed on business con- 
cerns to provide it. He will see that the business 
man’s point of view gets careful consideration. 
That’s where Henderson made some of his mistakes. 


Mark-ups to be allowed various classes of wholesalers 
and retailers on most food item groups, when dollars 
and cents ceiling prices are set up, will be based on 
Bureau of Labor Statistics studies. Surveys wili 
cover recent months’ margins of several thousand 
food stores throughout the country. Specified mark- 
ups will vary by class of store, will be calculated to 
cover amply the operating costs of any reasonably 
efficient store in a given class. 
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New plan of job stabilization by War Manpower Commission will be 
along the lines of the local draft board. ” Within three months some 
plan of manpower control 1 will be in effect in every major industrial 
community in the United States. Plan is designed to let local citizens 
work out manpower controls locally, in much the same manner as ; citi- 
zens, sitting on local Selective Service Boards, now direct inductions 
of local men into the armed forces. 


Here's how the plan will work. WM C will appoint a director 
for the industrial center. He will organize a committee of recognized 
leaders of labor and industry in the community. This committee will 
draw up a job stabilization program for the area. 


Local program will control the transfer of workers from one job 
to another in essential industries. ~ No worker will be permitted to 
transfer from one job to another without approval of his employer or the 
United States Employment Service. 


WM C doesn't like the term "job freeze." It prefers "job con- 
trol" or "job Stabilization." Program will encourage workers to change 
jobs—when the change will aid the war effort. 


Certain transfers will be permitted. A worker will be trans- 
ferred if (1) he can perform more highly skilled work than his employer 
can provide, (2) he is employed for at less than full time for a sub- 
Stantial period, (3) his prospective new job is much closer and much 
more accessible to his home than his present one, and (4) he has com- 
pelling personal reasons for making the change. 


WMC is afraid of employer blacklists. Therefore, where agree- 
ments stabilizing employment in a community have already been worked out 
by employers without W M C supervision they will be scrapped. WMC 
will hold they are contrary to war manpower policy. 



























































There will also be WMC policing. When manning tables are in 
full effect, WMC will ae state “industrial specialists." It will be 
their job to inspect, analyze and report on whether-war plants are put- 
ting their workers to the most efficient use. Each industrial center 
will have at least one of these inspectors. 














WMC is toying with the question of whether it is more feasible 
to move industries to the workers, rather than workers to the indus- 
tries. It seems like a means of getting round the problems of overtaxed 
health, housing, and transportation facilities. 


Wendell Willkie wins. Stopped in his drive to unseat Repre- 
sentative Ham Fish in his re-election race, the titular party head moved 
behind the scenes. Fish was told he would have to give up his ranking 
position on the House foreign affairs committee and yield it to the sage 
Representative Charles A. Eaton of New Jersey. Republican control of 
the House in 1944 would make the ranking member chairman. Unbelieving 
at first, Fish gave in. 


Power companies will have a breathing spell. Senator George 
Norris and other utility hecklers are missing from the new Congress. 
Not a single important and influential advocate of public ownership was 
reelected. If and when Secretary Ickes acquires Puget Sound Power & 
Light properties the activity of the taxpayers in the utility buying 
field will virtually come‘to an end. 


Administration's whole silver purchase program faces a showdown 
in the new Congress. The slow death imposed on the Green industrial 
Silver bill in the last Congress by the silver bloc focused attention 
on the silver question. , The Treasury and W P B endorsed the measure. 
The Western senators laid it away. 
has been widely termed a "national scandal." 


Victory note: Army is getting ready to govern occupied coun- 
tries. It is increasing its turning out of prospective military gov- 
ernors. Technic of governing pro tem is being taught well-selected 
classes of seasoned military men at the University of Virginia. Their 
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job will be to take over local. governments in occupied countries, on a 
temporary basis, following seizures along the road to Berlin, Rome and 
Tokio. 

Government will render aid to radio stations which have been 
hard hit by the falling off of revenues due to the war. Both Office of 
War Information and Federal Communications Commission are studying the 
problem, seeking the right solution. Particularly hard hit have been | 
the small inland stations which in many instances furnish their communi- 
ties with the only broadcasting service. O WI and F C C are agreed the 


Stations must be kept on the air for morale purposes. 


O WI is working on a plan to put 3 to 5 minute Government mes- 
Sages in the weekly newsreel issues. 


Within a month or two W P B will order that owners of radio re- 


ceiving sets must turn in their old tubes when they buy new ones. Tube 
bases in many instances can be refabricated. 


Radio tube types are due for curtailment once more- Originally 
some 700 different types were being manufactured. In April, WP B 
ordered the number cut to 375. A new order will cut the number below 
120. 





















































Radio owners in general won't have to worry about the cut in 
types. The 120 surviving types will be selected on the basis of their 
Suitability to sets of widely varying designs. They are expected to 
satisfy 90 per cent of existing requirements. Needs of the other 10 per 
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word. Millions of words uttered by Government officials and frozen on 
Government-owned recording discs which were played on educational radio 
_ programs, are about to be melted down. The result-will be to add to 
the supply of vital materials used in the production of rubber substi- 
tutes and synthetic rubber. It is questionable whether posterity will 
be the loser. 


Liquor taxes will cease to be prolific if war continues. These 
levies have been carrying a higher-than-usual percentage of the Treas- 
ury's load. In two years, it appears, they will become less important. 
At present rates of warehouse withdrawals the domestic liquor supply 
will last two years. British trade agencies say Scotch whiskey ware- 
housed for American trade will last about as long. 


Savings in 1942 will reach the all-time peak of $26,000,000,000, 
twice the amount laid away in 1941. Sharp income rise combined with 
artificial barriers to consumer spending produced the result. 


O WI is about to get out an A-B-C primer on inflation. Its 


purpose will be to explain to wage earners the meaning of inflation and 
why wage control by the Government is necessary. 


Canners will take their grade-labeling troubles to Congress. 
Large canners will not take 0 P A's grade-labeling order lying down. 
They will get a sympathetic ear from the near-Republican House and it's 


a fairly good bet that they'll muster enough influence to make 0 P A 
backtrack. 


Add simplified packaging. Flour packaging is about to be 
changed to six sizes, 2, 5, 10, 25, 50 and 100 pounds. 

A frozen foods method brought back from Argentina is being 
Studied in Department of Agriculture laboratories. Quick freezing 


processes used in United States require eight days. Argentine method 
takes six hours. Shipping space saved runs to 40 per cent. 


Don't count Leon Henderson permanently out. Unseated but un-=- 

































































bowed, the nation's chief rationeer will continue his political career. 
Sage behind-the-scenes adviser Bernard Baruch and President Roosevelt 
already are cooking up his new role. 
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BY V. L. HOROTH 


Re restoration after the present war of the 1938 
status in Southeastern and Eastern Asia is even 
less likely than on the Continent of Europe. The 
reason for this is that the Second World War has 
accelerated the developments that brought about the 
decline in the influence of Western Powers in the 
Orient and by the same token has lent support to the 
forces that are making a world power out of China. 
As Professor Peffer of Columbia University has put 
it, “a historic shift of power, a transvaluation of 
world politics” is taking place as a result of na- 
tional awakening of the Orient, and the repercus- 
sions of this shift on world trade and _ politics is 
likely to be even more profound than the eventual 
reorganization of the Continent of Europe. 

In Europe the existing political, economic and 
social order was tested and found wanting by a 
European Power. In Asia, the order that had been 
built up by the Europeans as a result of their mas- 
tery of technology—which among other things had 
provided them with more efficient instruments of 
conquest for a few hundred years—has been chal- 
lenged by an Asiatic Power. To be sure, this Asiatic 
Power, Japan, wants merely to replace the older, 
easy-going colonial system with a streamlined one. 
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THE FAR EAST 


The initial success of Japan has, however, brought 
home to the Western mind more than anything else 
could have, the fact that the Orient has changed, 
that it has caught up with the West in the mastery 
of technical devices——at least where these are applied 
to war making. The result: a new order, a new code 
of relationships, has to be worked out between the 
West and East and the sooner we accept this, the 
sooner we forget our patronizing attitude, the bet- 
ter for the new Orient and for us. 

There are, of course, many other differences be- 
tween the struggle in Europe and in the Far East, 
but they all indicate that the post-war shifts in Asia 
are likely to be far greater than those on the Con- 
tinent. In Europe, the war is being fought to enable 
smaller nations to share in the political and eco- 
nomic reorganization of the Continent, a reorgan- 
ization that is indirectly being forced upon the Con- 
tinent because of world-wide industrialization. In 
the Far East, this very industrialization has under- 
mined the semi-feudal colonial systems and together 
with the spread of nationalism has prepared the 
way for the political and economic revolution. It is 
not without significance that the most nationalistic 
and the best educated people in the Orient, the Jap- 


339 









































Gendreau 


Java-Dutch East Indies 


anese and the Chinese of the Northeast and the 
Yangtse Valley, are also the most advanced indus- 
trially. 

Because of great cultural differences of various 
peoples and the lack of economic and geographic 
unity, the reconstruction of the Far East appears 
to be even more complex than the peace settlement 
on the Continent. Perhaps it will be, but such au- 
thorities on Far Eastern affairs as Professor Peffer 
and others are of the opinion that it will be easier. 
They believe that the very fact that the Far East is 
in the state of economic reorganization, that its 
industrialization is still in early stages, that its 
nationalism is of recent vintage, uncomplicated by 
long-standing hatreds, that the vested interests there 
have not been established too long, will make the 
decisions in regard to the post-war settlement and 
reconstruction much easier than on the Continent. 
As a matter of fact, the welding of Europe into one 
or more economic units, despite the cultural affinities, 
will be an uphill, thankless job of coping with na- 
tional customs, aspirations and interests inculcated 
into various nationalities for several hundred years. 

As to vested interests, another year or two of 
Japanese occupation will probably play such havoc 
with established industries and enterprises in many 
Eastern countries that economic development will 
again have to start from scratch. Recently one of 
the New York sugar houses ventured an opinion that 
another year of Japanese occupation could literally 
destroy the sugar industry in both the Philippines 
and Java. Undoubtedly the rubber industry in 
Malaya and the Netherlands East Indies will not 
fare much better. 

The formulation of a new attitude toward the Far 
East, which is a prerequisite of a sensible peace set- 
tlement, will not be easy. We made a good start 
with the relinquishing of extra-territorial rights in 
China. We are sponsoring programs of cultural re- 
lations with various Far Eastern peoples and giving 
them loans or lend-lease. So far so good. The real 
test of our attitude, however, will come during the 
reconstruction period. Are we going, for example, 
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to respect China’s sovereignty as we respect that 
of Great Britain? Are our loans to be used as China 
sees fits or are they to be the means of our regaining 
the pre-war privileged position? 

Furthermore, if a complete withdrawal of colon- 
izing powers from Malayan countries, Indo-China 
and Burma does not take place, at least some guar- 
anteee as to the development of these politically 
backward areas to eventual statehood will have to be 
forthcoming. Because of our association with the 
British and Dutch, we are likely to see many Far 
Fastern problems through their eyes, and for this 
reason it may be only too easy to assume once more 
the paternalistic or patronizing attitude of pre-1939 
days, where the assumption of equality would be 
more in place. We are ready to admit that Soviet 
Russia and the Continental nations should have a 
voice in the peace settlement, but we would probably 
hesitate to grant that right to the Malayans or Indo- 
Chinese, and not all of us are quite ready yet to 
admit that China too should have something to say 
about the fate of Hong-Kong, Burma, Indo-China, 
Thailand and the Malayan countries formerly under 
British and Dutch rule. 


The basic premise of our policy toward China for 
almost the last hundred years has been the mainte- 
nance of equality of opportunity in trade with that 
country. This policy, popularly known as the “open 
door policy,” consisted of preventing other powers 
from establishing an economic monopoly in China. 
It worked well up to the First World War, after 
which, because of the decline in the influence of 
European powers, only Japan had remained as a 
potential aggressor. The history of the last ten 
years, during which this threat materialized, is still 
too fresh to be dwelt upon. The open clash that 
came in 1937 could probably have been averted if 
the reawakening China had obtained more resolute 
assistance from other powers, including the United 
States, but the ever present rivalry prevented this. 


A Strong China Needed 


Somewhat belatedly the realization has spread, how- 
ever, that the best insurance against the repetition of 
infringement upon Chinese sovereignty will have 
to be the creation of a strong China, which will be 
given enough assistance to develop its raw material 
resources and to industrialize as rapidly as possible. 
In regard to this development, the United States 
should and probably will take a prominent part, for 
we are least likely among all the Powers to attempt 
to regain our former privileges and extra-territoria] 
rights. 

The occupation of the most industrialized, modern 
portion of China by the Japanese and the weaken- 
ing of the country by some five and a half years of 
war, accompanied by an enormous destruction of life 
and property, of course, will be a serious handicap 
in the coming rebuilding of the country. Nor is it 
fully appreciated to what extent inflation has dis- 
rupted the Chinese economy. In Chungking whole- 
sale prices increased almost forty times between 1938 
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and the middle of 1942 with disastrous effects for 
anyone living on a fixed income. Inflation will prob- 
ably also pretty nearly wipe out whatever native 
capital was left in China. 


On the other hand, the war has welded the Chinese 
people together politically as never before in modern 
times. Moreover, the opening of the backward in- 
terior and its forcible wartime industrialization, to- 
gether with the unprecedented building of transpor- 
tation facilities, is preparing the way for a closer 
economic integration of the country. Up to the out- 
break of the war, the exchange of products between 
the coast and the interior remained relatively lim- 
ited for lack of modern transportation. The coastal 
areas, for example, were dependent upon imports of 
foreign food and industrial materials (fuel), though 
the interior had a surplus of both. 


A New Industrialization 


The bulk of industries developed by foreign cap- 
ital were concentrated in the coastal areas because 
of greater security. This, of course, was a natural 
consequence of long years of civil warfare, but it 
made China’s economy particularly vulnerable to 
foreign aggression. If China is to be safe, then 
the new industries, especially the heavy ones, should 
be built in the interior, which the present war has 
demonstrated is “aggression proof.” This means 
that the Chinese must have the first say as to where 
and how the future loans, or rather their proceeds, 
machinery, factory and railroad equipment, are to 
be used. 


To make a good job out of the reconstruction 
of the country, the industrialization of China will 
have to proceed hand-in-hand with the development 
of a home market, so that the bulk of industria] 
products can be absorbed at home. The failure to 
do this would make the post-war 


who are the renters, have hardly any cash coming in. 

The opening of new sections of the country is, of 
course, another important way of enlarging the in- 
ternal market. Despite the war, the building of 
roads and even of railways has continued. 

A particularly Chinese war development was the 
organization of industrial and agricultural coopera- 
tives. To them goes much credit for supplying the 
army with weapons and civilians with consumers’ 
goods which otherwise could have been obtained 
only from the “occupied areas.” In some cases, 
crude home-made machinery was set up; in others, 
factory equipment salvaged from the occupied 
area was used. What part the cooperatives will 
play in the reconstruction of the country is difficult 
to say at this stage. In general, they have been 
handicapped by lack of funds and proper equip- 
ment. 

After all is said about the breaking up of Japan’s 
military machine and Japan’s reparations to the 
invaded countries, there will still remain, after this 
war has been brought to successful end for us, the 
problem of how to enable the people of Japan to 
make a decent living. The country cannot be kept 
under occupation indefinitely and sooner or later 
freedom of economic activity will have to be allowed 
to her. Her natural resources are small and half of 
her 70,000,000 people, crowded into an area no 
larger than California, live on foreign trade, on 
processing imported raw materials and reselling the 
product of their labor abroad. What is to be done 
about them? Must Japan have a large territory to 
exploit and to sell its products to? 

The answer to this query is definitely NO! The 
population pressure in Japan is no greater than in 
Belgium or Italy. Rather the pressure upon Japa- 
nese economy comes from the maladjustments be- 
tween her industry and agriculture. Half of Japan’s 
population is as depend- (Please turn to page 380) 





Chinese industries as dependent upon 
foreign markets as were the pre-war 
Chinese industries in coastal areas or 
as the Japanese industry was. Con- 
sidering the size of China’s potential 
labor force, the prospects of large 
scale dumping of Chinese goods in 
world markets would be frightening 
indeed. 


The development of home markets 


Southeastern Asia: Mineral Production 


(The largest figure during 1936-40 period) 
(In thousands of metric tons) 


should start with the raising of the 
purchasing power of the Chinese peas- 
antry which constitutes some four- 
fifths of the country’s population. 
This in turn could be accomplished 
through the improvement of farming 
methods which are primitive, to say 
the least, and through a revision 
of the system of rent payments. Land 
rent payments in China are said to 
amount, on an average, to about one- 
half of the possible crop yield—which 
is low to begin with—and the result is 
that some two-thirds of the farmers, 
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Nether. British Indo- Philip- 
Thailand East Indies Malaya (a) Burma China pines 
Iron ore (metal cont.).... x0. 0 cseeee 1,275 17 75 700 
Manganese (crude ore).... —-...-- 11 rs 5 49 
Copper ore (metal cont.) 2.2 0 sesere se eeee SS ae 9 
Lead ore (metal cont.).... 0. 9 wnnene eee ao 
Zinc ore (metal cont.).... sc... veneers ween 62 | 
Tin ore (metal cont.)...... 18 4 87 6 y 
Bauxite (crude ore) ........ .....- 275 re — See 
Tungsten ore (concen- 
GRRNONN scricthcstecccetaiciewe | 1 6 S) Smee 
Chrome ore (metal 
Cee ere ra es a Meade ee erm 80 
Antimony ore (metal 
GONG) ecckisccsecessneccccccessce 0 “seneeel (il 1 Lo eee 
Phosphate rock ..........::00. snes 34 TERS) ...... 46 1 
Grude petroleum .........02  ---+ 7,949 ea VOR (eee ees 
COGN aeccccicciete ee 2,009 Glee 2,548 47 
Cement 82 | & ( eee 266 167 
Salt 156 i 55 193 53 
Sulphur ze re 
(a) Including North Borneo, (b) chiefly from Christmas Island. 
Note: One ton of petroleum is equivalent to about eight barrels. 
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Armstrong Cork 


a company’s increased volume of war work has 
more than offset volume decline in regular lines, but 
because of low profit margins on war output the net 
profit is currently well below normal. It was 92 
cents per share for the six months ended last June 
30, which was the latest interim report, as compared 
with $1.69 for the first half of 1941. Indicated net 
of $2 to $2.25 for the year would compare with 
average of approximately $4 in such fairly active 
peace-time years as 1936 and 1937. In our opinion, 
Armstrong Cork is a “peace stock” of superior 
quality yet it is priced less extravagantly than many 
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Epitor’s Note: The year 1943 may be expected to take us much 
closer to the end of the war, whether or not it sees the final defeat 
of Germany. Therefore the most important general principle fol- 
lowed in this selection of stocks has been to confine it to issues 
which we regard as having excellent peace-time prospects. Other- 
wise, each choice has been carefully appraised on its own individual 
merits, with special emphasis on the relationship of current prices 
to potential values. Since exceptional percentage gain is the objec- 
tive, a number of low-price stocks are included. Note that imme- 
diate purchase is not recommended in all cases. Where we consider 
the current price subject to important reaction, postponement of 
purchase is advised. In these instances later buying advices, at 
the time we consider opportune, will be given in our regular analysis 
of the market which is presented in the forepart of each issue. 
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Cushing 


others whose prospects are no 
more promising. Although it ad- 
vanced from bear market low of 21 
to 1942 high of 3334 and at this 
writing stands at 3114, it is still 
in rather large measure priced as 
a “war casualty.” 


For example, the current price 
of 31144 compares with highs of 
5034, 625, and 701% in 1935, 
1936, and 1937, respectively and 
with highs of 58 and 4334 in 1939 
and 1940, respectively. As invest- 
ment confidence in a shortened war 
increases, this stock should more closely approach, 
or duplicate, the price ranges it commanded before 
the war. The 1942 low of 21 compared with low of 
20% in 1941 and with 24 in the depression year 
1938. These are extreme bear market lows, un- 
likely to be approached in any reaction during 
the course of the underlying bull market now in 
progress. On the other hand it seems reasonable to 
allow for a substantial intermediate reaction in the 
market at some time within the first several months 
of this year and the chances are that this will pro- 
vide a sufficiently more attractive opportunity in 
the case of Armstrong Cork to be worth waiting for. 
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The word “cork” in this company’s name has 
become something of a misnomer. In normal opera- 
tions, probably less than 13 per cent of total ma- 
terials processed will be cork. Products made for 
consumers and industry cover a wide range in char- 
acter and application, including floor coverings, 
glass containers and closures, building materials 
and many industrial specialties. Post-war markets 
should be larger than ever before, with a restoration 
of satisfactory profit margins. 


Barber Asphalt 


This is a speculation which we believe will amply 
reward the patient holder. The back record of re- 
cent years is not impressive. The highest level of 
gross revenue attained within the past decade has 
been roughly a third less than was obtained in the 
1920’s. In the 9 months ended Sept. 30 a deficit 
of $195,527 was reported and net of 66 cents per 
share in 1941 was a far cry from the $1.40 earned 
in the pre-war year 1939 and still further from the 
$1.91 of 1937, which was the best figure since 1930. 
In the period 1927-1930 the company earned an 
average of about $3.66 a share. 

But Barber has a new management headed by 
Torkild Rieber, former chairman of the Texas Cor- 


Dutch-Shell and refining of petroleum at Barber’s 
Perth Amboy, N.J., plant. Recently the company has 
established a shipbuilding subsidiary. It is probable 
that in time operations will be further diversified. We 
doubt the probability of important reaction from 13 
level and hence recommend current purchase. 


Bohn Aluminum 


Our longer range bullishness on this stock will 
not be news to our readers, as we have previously 
called attention to it favorably. For present pur- 
poses, we regret that after being “stabilized” for a 
time around 36 it has in recent weeks advanced 
to a new high of 43 and at this writing has dipped 
back only to 41. The low for 1942 was 25, almost 
exactly duplicating low of 251% in 1941. While 
we think highly of this stock, we doubt the wisdom 
of reaching for it and we are deferring a buying 
recommendation on the chance that it can be pur- 
chased to better advantage in some period of not too 
distant market reaction. 

This company is strong on engineering and re- 
search; and, as an intermediate fabricator serving 
diversified markets with excellent post-war pros- 
pects, it figures to “make more hay” out of advances 
in the lightweight metals and their alloys than will 








Price Rang Current 
"36 -'39 "41 -"42 Price 
Armstrong Cork ............. 7012 - 244 34% - 21 312 
Barber Asphalt ............ - 43% - 10% 13%- 6% 12% 
Bohn Aluminum .............. 63% - 15% 43 -25 41 
COOTOR csciccesiccsctsiscincs (a) 48%4- 7% 10% - 5% 8% 
Crane 562-16 19% - 10% 14 








(a) Before 100% stock dividend. 











Price Range Current 
"36 -'39 "41 -'42 Price 
Fansteel Metallurgical.... 17/2- 4 104%2- 5 16/2 
Si 58 -12% 21% - 11% 16 
Socony-Vacuum .............-. 231% - 10% 10% - 6% 10 
US S| 723 - 16% 274 - 132 26 
Warner Bros. ...........---+--- 18% - 32 8Y2- 2% 8 





poration. Relative to its operating needs, it also 
has a strong financial position. The small loss likely 
to be shown this year will be due in goodly part to 
operational changes made by the new management 
in its moves to rehabilitate the company’s earning 
power. It is on future expectations that the stock 
advanced last year from low of 65% to high of 13%, 
against a current price of 1254. Since the 50-cent 
distribution in 1940, no dividends have been paid 
and none is likely in the near future. Largest divi- 
dend of recent years was $1 in 1937. In each of the 
years from 1933 through 1939 the highs made by 
this stock were far above present price—the lowest 
high for that 7-year period being 2114 in 1939 
and the highest being 433g in 1937. Prior to the 
war, the stock’s lowest prices back to and including 
1934 were within the range 12-10, or but slightly 
under present quotation. As the capitalization con- 
sists only of 390,223 shares of $10 par value stock, 
the possibility of attaining a handsome comeback in 
profits per share are speculatively promising. 

The business consists of mining asphalt in Trini- 
dad, manufacture of asphalt roofings and related 
materials in this country, production of petroleum 
in Venezuela on a royalty arrangement with Royal 


JANUARY 9, 1943 


the primary producers. For 1942 Bohn probably 
will report about $7 per share, which would be 
nearer $10 or $12 if post-war excess profits tax re- 
fund were included and if contingency reserve were 
excluded. It earned $5.48 a share in 1941 and $4.09 
in 1940. In five out of the seven pre-war years 
1933-1939 it earned more than $4 a share, averag- 
ing roughly $4.50 per year for the period. Finan- 
cial position is sound and stock capitalization only 
352,000 shares. Although present price of 41 is 
higher than in any year since 1937, it may be noted 
that top range in each of the years 1933-1936 was 
between 58 and 6834. 


Celotex 


This stock is primarily a speculative stake in 
the promising future of building activity, some 65 
per cent of its volume normally being accounted for 
in the construction trades and the rest going into 
various industrial markets including the automo- 
bile, refrigerator and railroad industries. The com- 
pany makes a wide line of structural, insulating 
and acoustical materials and markets a complete 
line of roofings and sidings under agreement with 


343 











the Certain-teed Products Corp., in which it holds 
a stock interest. 

Due to impact of higher taxes, earnings for the 
nine months ended last July 31 were cut to $1.14 
on the common, against $1.72 for the corresponding 
period of 1941 and $2.51 for the fiscal year ended 
Oct. 31, 1941. Net for the 1942 fiscal year should 
prove to have been around $1.50. Prior to the war, 
best recent years were 1936-1937 when, on the basis 
of present share capitalization, net was 93 cents 
and $1.75, respectively. Debt capitalization of 
$3,207,000 and issue of approximately 29,000 shares 
of $5 cumulative preferred impart considerable lev- 
erage to earnings on the 638,000 shares of common. 
The stock’s 1942 low was 61% and high was 83, cur- 
rent price being close to the high. Its lowest lows of 
the past five years were between 5 and 6. In 1939 it 
got as high as 1914, while best prices reached in 1941 
and 1940 were, respectively, 25 per cent and 53 per 
cent above current price of 81%. Dividend record has 
been spotty, with 75 cents paid in 1942 and latest 
quarterly rate being 1214 cents. Book value is esti- 
mated at $7.31 per share. As reaction possibilities 
seem limited, current purchase for 1943 speculation 
is recommended. 


Crane Company 


Although Crane is generally considered to be a 
“building” stock, since it manufactures sanitary 
ware and heating appliances, its largest volume and 
profits have always derived from valves, pipes and 
pipe fittings, pressure regulators, steam and oil 
separators and other products widely used in indus- 
try. Most important outlets are the oil, public 
utility, railroad, steel, machinery and shipbuilding 
industries, with the Navy a large customer. Present 
activities are preponderantly related to the war 
effort. Earnings have fluctuated sharply, net of 
$2.04 and $3.63 per share, respectively, in 1936 
and 1937 being followed by a small deficit in 1938. 
Earnings of the common were $1.48 in 1939, $1.78 
in 1940, $1.18 in 1941 after a $4,000,000 contin- 
gency reserve—without which they were $2.88 a 
share. Since interim reports are on a 12-month 
basis, 1942 net can not be satisfactorily estimated 
but probably exceeded the $1 dividend. 

This company’s accounting practices lean heavily 
to the conservative side, and financial position shown 
on the last balance sheet was a strong one. Capi- 
talization consists of $9,500,000 of funded debt, 
193,000 shares of $5 cumulative preferred and 
2,349,000 shares of common. Book value is over $31 
a share. We regard Crane as a promising price 
speculation for 1943, the current price of 14, which 
is near the 1942 high, comparing with bear market 
low of 1034. The low in 1941 was 11; 13 in 1940, 
16 in 1939 and 19 in the depression year 1938. 
It sold as high as 19% in 1941; 2414 in 1940; 38 
in 1939; 421% in 1938; 561% in 1987; and 50% 
in 1936. Even a partial approach toward the pre- 
war price ranges would yield a handsome gain. Since 
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the issue 1s but modestly above extreme lows, cur- 
rent purchase is recommended. 


Fansteel Metallurgical Corp. 


This is a little known “special situation” listed 
on the New York Curb Exchange and usually traded 
inactively. But the company does a sizable business 
and its history goes back some thirty-five years. 
Most of its diversified activities relate to the un- 
common metals tantalum and columbium, of which 
it is the only American producer, and to tung- 
sten and molybdenum. Directly or through subsidi- 
ary, it makes specialized electrical contacts, acid- 
proof plant equipment, rectifiers, wire drawing and 
diamond dies, cutting tools for high-speed machin- 
ery, etc. This company has a progressive research 
organization and is doing much work in powdered 
metals—the future “plastics” of the metal world. 
Capitalization is only 206,434 shares of common, 
preceded by 7,525 shares of $5 preferred and a 
nominal amount of serial notes payable to banks. 
Past earnings record is unimpressive but here is 
one company which most likely will be strengthened 
largely and permanently by its war work experi- 
ence. Net for 1942 is expected to be above $2.50 
a share, against $1.58 in 1941 and $1.02 in the 
pre-war year 1939. Dividends can not be more than 
modest, due to working capital and future expansion 
needs. 

This is not a trading stock and buyers must 
expect to sit with it rather patiently. But it sold 
as high as 14 to 15 in 1939-1940; and as high as 
17 to 18 in the three years 1935-1937, in none of 
which years did it have earnings-growth potentiali- 
ties as promising as now—when it is priced at 1014, 
the high for the past year, against 1941-1942 lows 
around 5. We don’t expect significant reaction in 
this stock and favor speculative purchase currently. 


Simmons Company - 


This is a seasoned and strong consumer goods 
company whose largest sales now are to the Govern- 
ment, at a reduced profit margin. Net for 1942 
probably was slightly above $2 a share, against 
$3.03 in 1941 and $2.33 in 1940. In the fairly 
active peace years 1936 and. 1937, net was $3.53 
and $2.88 per share, respectively. Financial posi- 
tion is sound and latest quarterly dividend was at 
annual rate of $1.40, against $2 paid in 1940-1941 
and $1.75 in 1939. In the depression year 1938 
the dividend was $1.25 and in 1936-1937 it was $3 
and $2.25, respectively. Relative to current earn- 
ings and dividend—and even more so in relation 
to normal earnings and dividends, as judged by the 
pre-war record—the stock looks interesting to us at 
current price around 16, the high for the year hav- 
ing been 17 and the low 11%. 

All of the lows made by this stock during the past 
five years have been within the range 113% to 125% 
or above it as in 1939, (Please turn to page 372) 
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Introducing 






to You— 


Late in the gorgeous ’20’s, directors of Westing- 
house Electric & Manufacturing Company were 
looking for an ace to take over its helm. That’s how 
A. W. (Andrew Wells) Robertson got out of the 
utility holding company business just in time to 
start with Westinghouse at the top—as top officer 
in the top year 1929. 

In depression and recovery, Mr. Robertson car- 
ried out the managerial rehabilitation that he was 
brought in to effect. He reorganized the ancient 
Westinghouse operating set-up, changing it from a 
strongly centralized, unwieldy, slow-moving organ- 
ization into a confederation of divisions, each with 
maximum decentralization of authority for flexi- 
bility and efficiency, but all bound together at the 
top with able, well-knit management. 

Beginning at the top was a novelty for Mr. 





* 


C. M. (Colby Mitchell) Chester, chairman of the 
board and top officer of the highly successful and 
progressive General Foods Corporation, has aptly 
been called the “prime salesman of U. S. Business to 
the Consumer.” Like Westinghouse’s Robertson, he 
journeyed to a top corporate post via the law. Un- 
like Robertson—and practically everybody else—he 
began his career by being born in the United States 
Naval Academy at Annapolis, his father being the 
late Rear Admiral Colby M. Chester. 

Mr., Chester’s soaring career in the packaged 
foods business did not begin until 1919 when he was 
made assistant treasurer of the old and fabulously 
successful Postum Cereal Company. In a period of 
about five years he became successively, treasurer, 
vice-president and president. He led Postum through 
an ambitious expansion program which included 
merger of 15 other well-known food companies; and 


* 


It was no happenstance that caused L. A. Van 
Bomel, president of the National Dairy Products 
Corporation, to go into the dairy products business. 
You see, his father was a dairyman. Also his grand- 
father. Also his great-grandfather. In other words, 
the Van Bomel family’s interest in dairying traces a 
long way back in the history of old New York. Mr. 
Van Bomel’s boyhood summers were spent on the 
family farm, his school-season Saturdays and Sun- 
days usually in tagging around with the route men 
of Slawson Brothers Milk Company of which his 
father was a partner. 

Modern milk processing and sanitation were un- 
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Leaders of American Industry 


(First of a Continuing . 


Robertson. Ninth in a family 
of ten children, his career in- 
cluded work as a deckhand; 
selling aluminum ware; keep- 
ing books; running a bath- 
house; newspaper reporting; 
teaching school; practicing 
law. 

Standing 6 feet 2 inches, 
Mr. Robertson at 62 is 
robust and vital, fond of 
sports and outdoor work. He believes no company 
can be greater than the people who compose it, and 
that the most basic test of executive leadership is 
that it make maximum use of all the latest brain- 
power within the organization. In doing that he has 
pushed Westinghouse to new heights of efficiency. 


Blank & Stolles 


* 


when the enterprise became 
General Foods Corporation 
in 1929 he continued as presi- 
dent, becoming board chair- 
man in 1935. At 65, Mr. 
Chester finds time to run 
General Foods; serve as di- 
rector of half a dozen other 
companies; head _ working 
committees in the Red Cross. 
Boy Scouts, United Hospital 
Fund and United China Relief; take an active part 
in the National Association of Manufacturers, of 
which he was president in 1936—besides leaving 
some time for a happy family life at Cornwall 
Bridge, Conn. He is one of our most effective de- 
fenders of, and pleaders for, a progressive, produc- 
tive private enterprise system. 


"Harris & Ewing 


* 


known in those days and the 
milk bottle was just coming 
into partial use. The route 
man, or young Van Bomel, 
would take a customer’s milk 
pail from a basement win- 
dow (the routes he rode were 
through the Murray Hill 
section of the city), remove 
the “milk tickets” therefrom 
and fill the pail out of an 
old-fashioned spout container on the milk wagon. 
Beginning at 14, the (Please turn to page 390) 





Pach Bros. 


345 








W estinghouse 


Part II—-Chemicals, Plastics, 
Oils, Rubber, Synthetics. 








age chemical industry is laying the foundations 
during war time for two great fields of expansion, 
in plastics and in petroleum chemistry. 

Plastics must now be considered in two general 
groups, the various molding compositions and the 
plastic plywoods, which are not true plastics at all 
but are wood veneers bound by a resin glue. Both 
fields have shown extraordinary gains during the 
past year but the greatest growth in volume will be 
in the field of plywoods. This is because plastic 
plywood has become the material for airplanes, and 
ship super-structures and is on the way to becoming 
a major home building material. 

New plastic molding powders will be developed 
for special uses, just as a special type of metal alloy 
is developed for a magnet or a motor. Research in 
plastics is now concentrating on combining various 
new and little known organic chemicals in order to 
produce plastics with special qualities, hardness or 
heat resistance for example. 

Some of the notable work in this field has been 
done by companies quite outside the chemical field. 
Pittsburgh Plate Glass Co., which has an active 
chemical division, has created a new material called 
“CR-39” which is the nearest approach to glass in 
hardness yet found in plastics. Its composition is a 
secret. General Electric Co., long the leading 
molder of plastics, is now preparing to enter the 
actual chemical manufacture of plastics on a size- 
able scale and also has several important new and 
secret plastic materials now going entirely into war 
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Ahead — 


NEW 
INDUSTRIAL 
HORIZONS 


BY WARD GATES 


use. Shell Chemical Co., subsidiary of Shell Oil, has 
done basic research along similar lines and has pro- 
duced a plastic derivative of allyl alcohol which is 
said to have extraordinary possibilities. 


Plastics From Soya Beans 


Henry Ford has a large plastic laboratory which 
has been specializing in work on plastics from soya 
beans. There is probably no division of the chemical 
industry which will have more new contestants than 
the plastics field because a large number of basic in- 
dustries are consumers of plastics and therefore are 
looking for a post-war position in the field. Glass 
makers, for example, who use plastics for bottle clos- 
ures have a special interest in the new material. 
Libby-Owens glass through ownership of the Plas- 
kon Corp., which makes urea-formaldehyde plastics, 
already is an important producer. 

Besides the brand new plastics not yet on the mar- 
ket on any large scale there are a number of very 
important new plastics that were just beginning to 
permeate industry when they were taken over by 
war producers. Probably the most important of 
these is Union Carbide & Carbon’s versatile vinylite 
made from an acetylene (or petroleum) base. Viny- 
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lite in one form is the best insulating material for 
electric cables on ships and will have an equally lar ge 
field in buildings after the war. In another form it is 
a molding material for everything from phonograph 
records to combs. In other forms, it is a coating for 
raincoats or tarpaulins, an artificial leather for 
shoes, a textile fibre, an upholstery covering and a 
felt. Its production is now probably next to the 
largest of any plastic made in this country. Car- 
bide, through ownership of the Bakelite Corp., is 
the leader in the plastic field with its bulk business 
in the old but still growing phenol-formaldehyde 
plastics. These are the heavy duty plastics of indus- 
try with uses varying from shell tips to bearings for 
steel mills. Carbide is planning to enter other plastic 
fields after the war. 


Chemical Research Progressing 


Hercules Powder Co., leading producer of cellu- 
lose in the country, has been doing increasingly im- 
portant work in new plastics. Besides producing 
cellulose acetate, still known as the “civilian’s plas- 
tic” it is making ethyl cellulose. This has the un- 
usual quality of resisting moisture and of standing 
up under sub-zero temperatures. It is going on an 
increasing scale into war work and the increased 
productive capacity will find a ready peace time 
market. From this has been derived a modified form 
known as “ethyl rubber” which can be used as a sub- 
stitute for rubber in making tubing hose and other 
materials both for civilian and military use. 

Hercules is also making notable progress in the 
production of new synthetic chemicals, resins and 
lacquers from rosin and turpentine, which will make 
its post-war naval stores business considerably more 
profitable than it has been in the past. 

Dow Chemical’s bid in the new plastics field is its 
Saran and also ethyl! cellulose. Saran, made chiefly 
from chlorine, is potentially very cheap. It is tough 
and can be forged or drawn almost like a metal, 
making it useful in various exceptional ways. It is 
now going into tubing and pipes to substitute for 
copper and will have a large post-war use in window 
screens and as a woven seat covering for buses and 
trains. 

American Cyanamid has its Melamine, made from 
a cyanamid base which is similar to but better than 
the urea plastics. Monsanto Chemical is a leader in 
phenolics and also makes styrene and cellulose 
acetate plastics. Durez, one of the leading indepen- 
dent producers of phenol, is also one of the largest 
makers of phenolic plastics and resins. Celluloid 
Corp., now the wholly owned subsidiary of Celanese 
Corp., through Celanese research has a patent posi- 
tion in a number of important new plastics fields 
besides its basic business in cellulose acetate. 


E. I. du Pont de Nemours is the chief producer 
of what are called acrylic plastics, under the trade 
name of Lucite. This is now pre-empted for airplane 
turrets and windows. Du Pont’s outstanding re- 
search achievement of the last several years, which 
has not been challenged by any other industrial 
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chemical discovery, is its creation of nylon. Nylon, 
now known chiefly in hosiery and tooth-brushes, is 
probably destined to be one of the major new indus- 
trial war materials. It is now engaged in taking 
over the paint brush bristle markets and is probably 
the best synthetic “wool” so far made. It has various 
other applications not yet revealed which will carry 
it far afield in civilian industry after the war. 

The plastic plywood industry is going to town for 
two basic reasons. Electronic heating has facilitated 
the speedy baking of the material and new and 
cheaper methods of molding large shapes have put 
the material in the low-cost class. Heretofore plas- 
tics, in spite of their advantages, have been too ex- 
pensive to compete industrially with most of the 
metals. Competition between light low-cost alum- 
inum and plastics after the war, incidentally may be 
expected to be particularly keen. 


Oil Company Chemical Activities 


Petroleum chemistry will be increasingly impor- 
tant over the next few years because petroleum as a 
raw material offers possibilities for a variety of pro- 
duction far greater than coal tar, on which our pres- 
ent organic chemical industry is based. Through the 
production of synthetic rubber at the projected rate 
of around a million tons a year the petroleum indus- 
try will become the greatest tonnage supplier of 
chemical raw materials in the country. 

Because the production of butadiene for synthetic 
rubber, and of synthetic aviation gasoline, involves 
the chemical breaking down of petroleum into dozens 
of fractions, producers will also have materials avail- 
able for other chemical products, which in effect will 
be by-products. Already companies such as Shell, 
Standard Oil of N. J., Phillips and others are mak- 
ing large amounts of solvents, acetic acid, and alco- 
hol. In future, drugs and vitamins and plastics may 
also come from the oil wells. Oil companies are mak- 
ing most of the new production of toluol for TNT 
and most of the ammonia for nitric acid, both prod- 
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ucts formerly made by the coal tar industry. 

Union Carbide and Dow Chemical are the two 
pioneers in the chemical industry who have entered 
petroleum chemistry on a large scale. Air Reduction 
is laying the ground work with a company jointly 
owned with Continental Oil called Petroleum Chem- 
icals, Inc. Monsanto has some reseach ground work 
in the field but so far has not started any plant 
projects. 

Although the synthetic rubber program has been 
delayed it is possible that it may be a blessing in 
disguise from the standpoint of quality. 

Research laboratories, given a little more time, 
can probably bring to perfection much better types 
of synthetic rubber, made by more economical meth- 
ods than are planned in the present program. It is 
possible therefore that the latter part of the pro- 
gram will be designed upon much more efficient lines. 
Synthetic rubber appears to have an excellent 
chance of competing with natural rubber at a price 
of around 15 to 20 cents a pound. Much lower costs 
for natural rubber would change the situation. But 
to offset this will be the marked superiority of syn- 
thetic rubber in wearing qualities and for special 
uses. 

War-time pressure has hastened improvements in 
the rayon industry which should enable this industry 
to stand up well against such new competitors as 
nylon after the war and to extend further its gains 
against natural textile fibres. Strong rayon devel- 
oped for tire cord and parachutes will expand into 
civilian tires on a greatly increased scale after the 
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war while parachute rayon will find new fields in hos- 
iery and in better qualities of dress goods. 

One important new development which is expand- 
ing rapidly to meet civilian needs is the casein wool 
made by National Dairy from skim milk. This is 
now being seen increasingly in blankets for civilians, 
combined with wool, and is also gaining in the men’s 
clothing field. It also has an important market in 
the making of men’s felt hats, because of the short- 
age of imported rabbit fur, formerly used for mak- 
ing felt. National Dairy is conducting other impor- 
tant research in the paint and plastic field. Borden 
Co., the other leading dairy products producer, is 
the largest maker of casein plastics in the country. 

Paint makers who have been having increasing 
difficulties with the shortage of imported drying oils 
such as tung oil from China have been aided by the 
development of processed domestic vegetable oils. 
One of the important producers of these native 
quick-drying oils is the Woburn Degreasing Co. 
which makes a special type of paint oil from castor 
oil and linseed oil. Post-war development in the proc- 
essing of domestic oils is certain to be one of the 
important new chemical developments. 

New developments in the drug and medical field in 
the past year have probably been even more sensa- 
tional than in industrial chemicals. The new drug 
“penicillin” made by Squibb, Merck and Charles 
Pfizer Co. by fermentation is said to be 100 times 
more efficient than the sulfa drugs which have 
already done notable work against pneumonia. 

Progress in the production of blood plasma by 
Squibb, Lederle Laboratories owned by American 
Cyanamid, Sharp & Dohme and many other pharma- 
ceutical houses has brought about a revolution in 
medical practice. 

Meanwhile vitamins, once rare and costly chem- 
icals, are now made in huge amounts by many pro- 
ducers and are becoming one of the most important 
articles in lend-lease shipments. Vitamin C, espe- 
cially, has been found to have important uses in 
healing disease and protecting against the effects 
of tropical heat. In conducting warfare in the South 
Pacific, the most important drug for the armed 
forces is the quinine substitute used against malaria, 
called atabrine which is made by Winthrop Chem- 
ical Co. and under license by others. This is a Ger- 
man invention which has been taken over by Amer- 
ican drug producers. 

In conclusion, it should not be forgotten that the 
marvelous progress recorded in various phases of the 
chemical industry over the past few years has been 
given considerable impetus by the vast requirements 
of the American military program. The industry 
is reaping the benefits of the long-range expansion 
program, initiated, with the cooperation of the Gov- 
ernment, four years ago. The possibility of eventual 
participation by the United States was foreseen, but 
of more immediate concern was the need of providing 
for the needs of the other nations engaged in the 
struggle to preserve world democracy. Chemistry, 
in all of its ramifications, is making a mighty con- 
tribution toward assuring victory for the United 
States and her allies. 
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1. THE market recovery of the past eight months 
the former investment popularity of good chemical 
stocks has reasserted itself in very large measure. 
The reasons are easy to find. In the first place, the 
industry is favored by a huge war time volume and 
has very promising peace time prospects. In the 
second place, the belief that corporate taxes are at 
or close to the peak—plus a more hopeful investor 
attitude as regards the probable duration of the 
war—has given renewed investment attraction to the 
“crowth factor” in chemicals, as characteristically 
reflected in high price-earnings ratios for the lead- 
ing issues in this field. 

The percentage market recovery in the chemical 
group to date has been less pronounced than that of 
the market as a whole, but this is because the group 
always averages much higher in prices than does 
any broad cross-section of other stocks; and because 
its recovery started from a relatively less depressed 
level than that of the general market. Of more basic 
significance is the fact that the Macazinre or WALL 
STREEtT’s group chemical stock index is now some 
16 per cent above where it stood just before the 
start of war in 1939 while the general market aver- 
age shows a moderate net decline today for the same 
period. For the pull, there is always above-average 
maintenance of the values in chemicals. 

Because of high price and low current yield, the 
better grade chemicals seldom attract buying from 
smaller investors or speculators. But they don’t 
seem to miss it. There is always demand by con- 
servative investors able and willing to wait for 

rowth potentialities to pay out in longer range 
increase of dividends and equity values. Against 
the argument that you have to pay a “premium” 
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Dow Chemical 


price in buying chemicals, is the fact that you also 
get a “premium” price if and when you wish to sell 
them. 

Along with the general market, we regard the 
chemicals as subject to an intermediate reaction— 
possibly of roughly 10 to 15 per cent—at some 
time within the first quarter, and which conceivably 
may be in the making now. New purchases there- 
fore should be deferred but investment holdings need 
not be disturbed if you are willing to sit through a 
substantial reaction. 





Survey of Individual Companies 


The balance of this article is devoted to brief 
analyses of individual companies, as follows: 

Air Reduction Co., Inc., is one of the larger fac- 
tors in the production and distribution of oxygen, 
acetylene and welding equipment in this country. It 
is estimated that the company transacts about 35% 
to 40% of the total American business in this di- 
vision. Through the wholly-owned National Car- 
bide Corp., calcium carbide and other materials are 
produced for the rayon industry. Nationwide dis- 
tribution of the 140 plants and nearly 600 ware- 
houses affords thorough geographical sales coverage. 
Substantial investment interests are held in U. S. 
Industrial Alcohol and Vanadium Corp. Principal 
markets are supplied by the railroad, steel, ship- 
building, construction, automotive and metal fabri- 
cating industries. War requirements assure heavy 
demand for industrial gases and welding equipment, 
while reconstruction needs, as well as extension of 
uses for flame-cutting devices, should keep plants 
fully occupied for a long period after the war ends. 
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Allied Chemical & Dye Corp. is one of the most 
completely integrated organizations in the chemical 
industry. It is the leading maker of alkalis, and 
also prominent in the manufacture of a long list of 
other chemicals. In addition to turning out large 
volumes of materials for war use, the company is 
operating Government-owned ammonia plants in 
Kentucky. The company’s plant and laboratory 
facilities are of the most improved type and expendi- 
tures for research and development purposes have 
been considerable. Nevertheless, a strong financial 
position has been maintained. Because of its prom- 
inent position in the field of basic chemicals, the 
large potential peace time demand for the company’s 
products should result in extension of the excellent 
record of recent years. Dividends have been paid 
annually in every year beginning with 1921. 


Cyanamid's Output Widely Diversified 


Through a program of acquisition of other con- 
cerns initiated about 13 years.ago, production of 
American Cyanamid Co. has been diversified to a 
point where approximately 150 chemicals are mar- 
keted. Principal outlets include the textile, leather 
and shoe, paper, mining, automobile, iron and steel, 
building, drug and medicine, and the agricultural 
divisions of activity. It is believed that about one- 
half of current sales is supplied by items developed 
during the past ten years. For the duration, war 
demand for heavy and inorganic chemicals, as well 
as pharmaceutical products will remain at augmented 
levels. Post-war prospects are favored by large 
potential peace time demand for virtually all of the 
company’s major products, in which newly-devel- 
oped organic chemicals and plastics will play an 
increasingly important role. 

During the war, the operations of Atlas Powder 
Co., as may be deduced from the company’s title, 
are being devoted largely to military output. The 
company is operating three TNT plants, two of 
which were financed by the British Government; 
Atlas also is producing at two large American Gov- 
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ernment-owned munitions plants. In order to reduce 
dependence on its large normal coal and metal min- 
ing, construction and agricultural markets, company 
will intensify activities in other fields, such as auto- 
motive, furniture, electrical equipment, printing, 
radio and the packaging trades, all of which lend a 
considerable measure of encouragement to post-war 
prospects. 


Enhanced industrial demand for natural gas, 
which furnishes the larger portion of revenues 
(about one-third of the total), of Columbian Car- 
bon Co., assures high operating levels for the dura- 
tion. Carbon black output is also important, and 
the company occupies second rank in such produc- 
tion. About 75% of this product is consumed by 
rubber manufacturers. Paints, pigments and print- 
ing inks supply about 30% of gross sales. The 
company’s securities investments also furnish an im- 
portant part of total income. While post-war sales 
prospects in all divisions are encouraging, future 
synthetic rubber development provides unusual de- 
mand potentialities in the carbon black division. 
Aided by high average earnings, the stock has been 
a consistent income producer, with dividends paid 
in every year beginning with 1922. 


Companies Developing New Revenue Sources 


Expanded production of smokeless powder and 
other munitions by Commercial Solvents Corp. is be- 
lieved to have offset much of the loss in normal busi- 
ness during recent months. Products normally are 
used in manufacture of lacquers, varnishes, films, 
artificial silk, explosives, dyes, patent leathers, etc. 
The company is also a distiller of neutral spirits and 
whisky for sale to rectifiers and bottlers. Other 
products are methanol, Vitamin G concentrate, dry 
ice, magnesia insulating materials, and anti-freeze. 
The company faces keen competition in the solvents 
trades after the war but an offset is seen in the 
encouraging long-term possibilities in the vitamins 
and nitro-paraffin sections. 


Operations of Dow Chemical Co., are among the 
most diversified in the industry, with over 300 or- 
ganic and inorganic chemicals being produced, as 
well as magnesium metal and its alloys. Products 
are consumed in about 20 major industries. Dow 
also occupies an important position in production 
of plastics, and was the pioneer in producing from 
sea water the magnesium metal used in aircraft and 
in machinery for military and civilian use. War- 
time demand for virtually all products will be sub- 
stantial. With respect to synthetic rubber activities, 
“Thiokol” and “Styrene,” both developed by Dow, 
possess excellent long-term possibilities, while its 
new plastic material known as “saran” is being util- 
ized in non-metallic pipe, among other things. Long 
term outlook for this organization is optimistic. 

Although E. I. duPont de Nemours & Co., is by 
far the leading organization in the chemical indus- 
try, only two-thirds of revenues are derived from 
industrial operations, the remainder coming from 
investments, principally (Please turn to page 374) 
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. David Everett’s “Lines for School Declamation” 
appears this familiar and oft-quoted sentence: “Tall 
oaks from little acorns grow.” Reviewing the record 
of growth of Sears, Roebuck & Co., over the past 56 
years, this sentence applies with peculiar appro- 
priateness, for it was in 1886 that this business was 
founded at North Redwood, Minn., by Richard 
Sears who sold watches by mail and who later 
brought in A. C. Roebuck to act as a watch repair 
man and also to fit the cases which were bought in 
wholesale quantities. 


The little acorn represented by that two-man bus- 


iness has grown over the ensuing decades to become 
the mightiest oak in its field—as the nation’s leading 
mail order organization, as well as the foremost dis- 
tributor of general merchandise. Moreover, over the 
years, the corporation has branched out into other 
fields of activity, conspicuous among which are 
ownership of insurance companies engaged in the 
writing of accident, health, burglary, theft and all 
automobile coverage, and other types of policies; 
and also the ownership of the “E 





incyclopedia Brit- 
tanica.” In addition, direct investments in other 
companies, exclusive of advances and of the 100% 
owned insurance companies, amounted to more than 
$4,000,000 at the end of the 1941-42 fiscal year. 
The retail coverage of this company, whether ac- 
complished by mail, or through its 618 retail stores 
(as of Jan. 31, 1942), throughout the United States 
and its possessions, is unusually broad, supplying 
virtually every article of personal wear or for use on 
the farm and in the home. As of the end of the 1941- 
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Over-Priced ? 


Weighing Dubious Short-Terms Factors Against 
Bright Long-Term Prospects 


BY JOHN C. HARRINGTON 


42 fiscal year, the mail order division embraced 10 
plants and 239 order offices. 

A considerable portion of the company’s merch- 
andise is sold under its trade names, but less than 
5% of the total is produced in the company’s own 
factories. Among the items turned out in these 
plants may be mentioned ready-cut barns, garages, 
shoes, farm implements, wall paper, paints and other 
varied lines. Because of the tremendous volume of 
purchases from other manufacturers, favorable 
prices are obtained. 

Although the larger portion of sales is conducted 
on a cash basis, the company also provides for in- 
stalment purchases, either by mail or at the retail 
stores, in amounts of $10 or more. In both divisions, 
the company guarantees the merchandise to be satis- 
factory, otherwise the purchase price is returned to 
the customer. 


Instalment Accounts Sold to Banks 


During recent years, Sears has conducted the 
practice of selling customers’ instalment accounts to 
banks. By the close of the fiscal year ended Jan. 31, 
1942, arrangements had been completed with 50 
banks in various localities throughout the country 
for the sale of these accounts. On that date, these 
banks had outstanding on accounts purchased from 
the company, $136,644,000, or 96% of the entire 
instalment portfolio, compared with $48,975,500, or 
38% of the portfolio, on Jan. 31, 1941. A propor- 
tionate amount of the proceeds for each block of 
accounts sold is left on deposit with the purchasing 
bank, as a fund against which collection losses may 
be charged. The liability of the company is limited 
to the amount of this deposit. Any unused portion 
of the fund is released as the accounts are collected. 
The company continues to handle all the collection 
work and bookkeeping for the banks after the ac- 
counts are sold, thereby retaining direct contact with 
customers. 

The company’s greatest growth over the past 17 
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years has occurred in the retail division. These 
stores are divided into four groups. Class “A” con- 
sisted of 79 department stores, these handling a com- 
plete line of merchandise. The Class “B” and “C” 
units are smaller, selling such goods as automobile 
tires, accessories, radios and radio supplies, washing 
machines, refrigerators, hardware, paints, etc., while 
the smallest units are known as Class “D” stores, 
which handle only the larger items such as refrigera- 
tors, radios, stoves and furniture. The “B,” “C,” 
and “D” stores, are equipped to accept orders, sent 
to the nearest branch, for merchandise described in 
the company’s mail order catalog. 

Of the 618 retail stores in operation on January 
31, 1942, Illinois led, with 59, followed by Pennsy]l- 
vania with 52; New York with 49; Ohio with 43; 
California with 35; Texas with 34; Wisconsin with 
28; Massachusetts with 27; Indiana with 26, and 
Michigan with 25. 

While the greater portion of the production of 
Sears Roebuck’s own factories is sold through its 
own organization, some of this output is also mar- 
keted to outside dealers. An indication of the amic- 
able trade relationships existing between the com- 
pany and the manufacturers with which business is 
conducted is seen in the fact that, of approximately 
7,000 of these manufacturers, about 150 have been 
selling their merchandise to Sears for more than 30 
years, 350 of them between 25 and 30 years, 1,100 
between 15 and 25 years, and about 2,000 others 
have been supplying goods to the company for 
periods between 10 and 15 years. 

Among the company’s investments are 50% of the 
preferred and of the common stocks of Armstrong 
Tire & Rubber Co., (with properties in Natchez, 
Miss.), as well as one half of that concern’s $500,000 
of 4s, due in 1948—the remaining interest being held 
by Armstrong Rubber Co.—and 108,000 shares, of 
nearly 32%, of the outstanding shares of Florence 
Stove Co. Sears also holds investment interests in a 
number of other concerns, none of which amounts to 
more than 45% of voting stock. Although no quota- 
tions for Armstrong Tire & Rubber Co. are available, 
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the holdings of Sears in Florence Stove Co. have a 
current market value of approximately $2,900,000. 

Capitalization of Sears Roebuck consists of 
5,777,499 shares of no-par capital stock, exclusive 
of 24,647 shares of stock held by the trustee for sale 
under the employes’ stock purchase plan. There was 
no funded or floating indebtedness outstanding as of 
Jan. 31, 1942, the date of the latest balance sheet. 
The company’s working capital position was strong 
as of that date, with total current assets of $255,- 
455,000, including cash of $45,214,000; marketable 
securities of $3,996,000 ; receivables carried at a net 
figure of $30,987,000, and inventories (lower of cost 
or market) of $175,258,000. Current liabilities, in 
the amount of $71,625,000, included accounts pay- 
able of $39,687,000 and tax reserve of $17,699,600. 
The rise in cash holdings from $17,779,000 shown at 
the end of the 1940-41 fiscal year to $45,214,000 re- 
ported a year later is attributed, in part, to the ex- 
tension of the policy of selling customers’ accounts to 
banks, described above. During the same period, in- 
ventories expanded from $129,212,500 to $175,258,- 
000. 


Retail Division Expenditures Higher 


Of total assets of $386,799,000 disclosed by the 
latest balance sheet, the property account was 
carried at a net figure of $109,454,000, after ac- 
cumulated depreciation reserves of $78,107,000. In 
this connection, and with direct bearing on the 
higher rate of development in the retail division, the 
company’s annual report for the 1941-42 fiscal year 
states that capital expenditures totaled $16,856,500 
for that fiscal period, of which $12,152,000 was ac- 
counted for by the retail system, $3,778,000 by the 
mail order system, the balance being devoted to fac- 
tory facilities. In commenting upon operations, the 
report observes that the Honolulu store “was un- 
damaged by the Japanese and has been doing an 
exceedingly satisfactory business since the Pearl 
Harbor attack.” 

Examination of the balance sheet reveals the un- 
usual fact that earned surplus was established at an 
exact “round” figure, in this case $100,000,000. In 
explanation thereof, it was stated that, in view of in- 
creased inventories and higher costs, it was con- 
sidered prudent to establish the earned surplus at 
$100,000,000, and to add the excess income over 
this amount to the reserve for contingencies. Con- 
sequently, $6,777,000 of income that would or- 
dinarily have been carried to surplus was added to 
that reserve, which stood at $10,042,000 as of Jan. 
31, 1942. Earned surplus a year earlier was stated 
at $94,481,500. 

As in the case of all corporate entities, taxes have 
added tremendously to the cost of doing business by 
Sears, Roebuck in recent years. Local, Federal and 
state—all have risen, to such a point that, whereas 
the total tax burden to final net income before taxes 
amounted to but 27.6% for the fiscal year ended 
Jan. 31, 1937, it was equivalent to over 65% for 
the fiscal year which closed on Jan. 31, 1942. Ex- 
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pressed in terms of net sales, the figures for the 
comparable periods were $2.33 and $7.51 per $100 
of net sales. What with all Government costs in- 
creasing, intensified by the demands of the national 
emergency, no reversal of the upward trend in the 
tax ratio is in prospect for several years. Whatever 
reductions are made in proportionate charges before 
income available for the capital stock will, in future, 
have to be achieved in some other phase of the com- 
pany’s accounts than in its tax bills. 

Although company sales in the 1941-42 fiscal year 
reached an all-time peak of $915,058,000, or 30% 
above those for the preceding corresponding period, 
the trend has been abruptly reversed during the 
present year. The best record reported in the cur- 
rent fiscal year, to date, was a rise of 23.4% in 
February, 1942, over the same month a year earlier. 
The ensuing drop was so sharp that for the month of 
August, 1942, sales were 26.2% below the total for 
that same 1941 month. Moderate improvement has 
since occurred, but for the ten months ended with 
November, 1942, total sales declined 5.8% from 
those of the comparable 1941 period. 

Failure of retail sales to maintain gains earlier 
established is attributed to various economic factors. 
Fears of perpendicular price rises which spread over 
the country in 1941 stimulated heavy purchases of a 
wide range of items by consumers substantially in 
excess of actual needs. Consequently, it is believed 
that many of them still possess fairly ample stocks 
of goods. Again, numerous consumers who had built 
up their merchandise supplies in anticipation of 
price rises have confined purchases more closely to 
current needs since establishment of price ceilings. 





Significant Sears Roebuck Statistics 


Net Mdse. Profit 
Earn. Assets Turnover Margin 
*Year Per Sh. Per Sh. (Times) % 
$4.62 $40.01 5.03 4.88 
5.60 43.22 5.10 5.26 
5.58 43.25 5.28 4.35 
4.18 43.47 5.29 5.86 
6.60 46.52 5.48 7.96 
6.32 48.13 5.45 8.62 
6.35 49.09 5.22 10.78 


*Year ended Jan. 31. 





Of more immediate significance, however, is the 
growing scarcity of many types of goods handled by 
Sears and the other mail order organizations. More- 
over, the conversion of many industries to war work, 
involving the discontinuance of manufacture of 
numerous articles for retail distribution, has aggra- 
vated the situation and will continue to do so in- 
creasingly for the duration. Another consideration 
which should not be overlooked is the aggressively 
conducted war bond campaign, which has absorbed 
surplus funds to a point where purchases of con- 
sumer goods have been considerably affected. 

The extent to which the tightening of credit regu- 
lations may have impeded the flow of merchandise 
to the ultimate consumer is debatable, with numerous 
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leaders asserting that the effect of such regulations 
upon their business has been of little consequence. 
Insofar as Sears Roabuck is concerned, no enlight- 
enment on this point is furnished by the company, 
according to available data. 

War considerations were particularly emphasized 
in the company’s 1942-43 fall and winter general 
catalog, according to a memorandum issued by 
Sears, in which it was asserted that the volume was 
produced in the face of exceptional difficulties, such 
as priorities, rationing, serious material shortages, 
changed credit policies, allocations, the freezing of 
merchandise stocks, price ceilings, production quota 
restrictions, and sundry other regulations which 
have materialized from the war economy. The cata- 
log listed 92,300 items, and with respect to mer- 
chandise which is restricted to certain classes of 
buyers, the volume claims that “if you can buy it 
anywhere, you can get it at Sears.” Another list 
contains 103 items not now available, these ranging 
from accordions to wire screen cloth. Efforts of the 
company to maintain selling prices at the lowest 
levels consistent with a fair net profit are shown in the 
listing of 18,535 items which are below the price 
ceilings established for the catalog by the OPA. 

Excerpts such as the following from the memo- 
randum illustrate the effects of war upon normal 
operations: “A line of glass cookware, both for top 
of stove use and oven has been developed by Sears to 
replace aluminum utensils made of aluminum and 
stainless steel. . . . Because an estimated 2,500,000 
women will be engaged in defense work, the women’s 
section offers a complete line of specially-designed 
work clothes. A liquid stocking makeup is 
offered to women to be used in place of hose. 
Saccharin is featured as a substitute for sugar. . . . 
Sears has developed a tinless tube for its own tooth 
paste and shaving cream which does not require 
turning in an empty tube. A new line of 
bicycle accessories has made its appearance with the 
added importance of bikes in our mode of living. 
Pianos and mandolins have been dropped entirely. 
.. « Only two table model electric radios are listed 
and three models of battery radios. Only one 
phonograph is offered. . . . The 70 per cent decrease 
of phonograph record (Please turn to page 390) 
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Riis 40 years or more such stocks as American Tele- 
phone, American Sugar Refining preferred, Beech- 
nut Packing, Bon Ami, Borden, Burroughs Adding 
Machine, Cannon Mills, Consolidated Edison, Com- 
monwealth Edison, Continental Insurance, Cream of 
Wheat, Eastman Kodak, Kroger Grocery, National 
Biscuit, Procter & Gamble, Reynolds Tobacco, 
Sterling Drug, United Fruit and U. S. Playing 
Card have distributed dividends to stockholders 
every year. Note that most of these companies are 
representative of the consumption industries, lines 
of business comparatively little influenced by busi- 
ness cycles. 

On the other hand, most steel companies, most 
automobile industry concerns, the greater number of 
machinery enterprises and a large percentage of 
corporations dependent on the building industry 
have broken dividend records. These are “cyclical” 
companies. A few of the longer unbroken dividend 
records amoong the “cyclical” and “semi-cyclical” 
companies are: Acme Steel, 1901; Caterpillar Trac- 
tor, 1914; Chain Belt, 1902; Mesta Machine, 1914, 
National Lead, 1906; National Steel, 1907; New 
Jersey Zinc, 1897; Otis Elevator, 1903; Ruberoid 
1889; Scovill Manufacturing, 1901; Singer Manu- 
facturing, 1898; Yale & Towne, 1899; Pullman, 
1867, and Westinghouse Air Brake, 1875. 

The purpose of this study is to state some of the 
reasons why many investors are beginning to like 
cyclical industry shares better than formerly, and 
to compare the records to typical semi-cyclical and 
non-cyclical common stock issues as investments. No 
hard-and-fast conclusions are to be anticipated. This 
would be difficult because the line of demarkation 
between a cyclical and a non-cyclical company some- 
times is hard to draw, because the future may not 
be exactly like the past, and because the require- 
ments of portfolios vary. 


BY L.O. HOOPER 


Cyclical Stocks Undervalued ? 
Stable-Income Stocks Overvalued? 


To clear away some of the thinking which may 
confuse us, let it be said at the outset that the ex- 
treme type of cyclical stock usually is a bad invest- 
ment. Unless bought at very low prices, United States 
Steel common, for instance, usually, has been a poor 
issue to own. Over a period of 42 years it has been 
an irregular dividend payer and usually has re- 
turned a very small percent on the company’s real 
capital investment. The liberal dividends in good 
years usually have not compensated for poor divi- 
dends in average or depression periods. This would 
be true of most steel companies, most woolen tex- 
tiles, most leathers, and, in the past two decades, of 
most railroad equipments. On the other hand, big 
distributions in good years have more than com- 
pensated for poor depression performance in the 
case of most motor parts, copper, oil and consumers 
durable goods issues. 


Typical Semi-Cyclical Issues 


For the purpose of this study we have regarded 
the latter type of company, rather than the former, 
as the typical cyclical industry enterprise. We rule 
out the idea that the common shares of steel com- 
panies, for instance, are as good, even if held over a 
period, as the common shares of consumption in- 
dustry, steady earning companies. For cyclical 
stocks we have selected American Smelting, Chrys- 
ler, Eaton Manufacturing, Electric Auto Lite, Gen- 
eral Motors, Ingersoll-Rand, Johns-Manville, Kenne- 
cott, Lone Star Cement, McGraw Electric, Pep- 
perell Manufacturing, Swift & Co., Timken Roller 
Bearing, and U. S. Gypsum as representative. As 
“steady income” companies we have used American 
Tobacco, Commonwealth Edison, Diamond Match, 
Endicott-Johnson, General Foods, Liggett & Myers, 
Loew’s, Inc., National Biscuit, National Distillers, 





Group I—Six-Year Record of Fourteen Steady-Earner Stocks 








Earnings 
1940 1939 1938 1937 1936 1935 Six Years Paid 

Earned Paid Earned Paid Earned Paid Earned Paid Earned Paid Earned Paid Earned Paid in Divs. 

Amer. Tobacco ...... $5.59 $5.00 $5.12 $5.00 $4.89 $5.00 $5.04 $5.00 $3.71 $5.00 $4.57 $5.00 $28.92 $30.00 103.7% 
Commonw'th Edison 2.23 2.00 2.22 2.00 2.09 2. 2.17 2.00 2.34 1.75 2.01 1.00 13.06 10.75 82.3 
Diamond Match...... 1.51 1.50 1.64 1.50 1.60 1.25 1.62 1.00 1.58 1.75 1.75 1.95 9.70 8.95 92.3 
Endicott-Joh 3.20 3.00 3.07 3.00 1.21 3.00 2.85 3.00 3.91 3.00 4.21 3.00 18.45 18.00 97.5 
General Foods ........ 2.77 2.00 2.81 2.25 2.50 2.00 1.75 2.00 2.71 2.25 2.23 1.80 14.77 12.30 83.3 
Liggett & Myers.... 6.02 5.00 6.13 5.00 6.09 5.00 6.35 6.00 7.75 7.00 4.91 5.00 37.25 33.06 88.6 
Loew's, Inc............. 4.82 2.00 5.37 2.50 5.65 3.50 8.47 7.50 6.73 2.50 4.49 2.25 35.53 20.25 57.0 
National Biscuit .... 1.50 1.20 1.69 1.60 1.76 1.60 1.62 1.60 1.73 2.00 1.31 1.80 9.61 9.80 102.0 
National Distillers. 3.28 2.00 3.43 2.00 3.85. 2.00 3.86 75 3.81 2.75 3.44 2.00 21.67 13.50 62.3 
Procter & Gamble.. 4.37 3.00 3.60 2.90 2.59 2.00 4.08 2.872 2.39 1.75 2.22 1.75 19.25 13.372 69.5 
Safeway Stores ... 4.76 3.50 6.61 2.50 4.02 2.00 2.62 -50 4.03 2.00 3.07 2.75 25.15 14.25 56.7 
United Fruit............ 5.10 4.00 4.87 4.00 3.55 3.00 4.08 4.00 4.88 4.25 3.56 3.00 26.04 22.25 85.4 
United Shoe Mach. 3.23 3.50 3.88 4.00 3.83 4.00 4.30 4.25 4.83 5.00 5.21 4.50 25.28 25.25 100.0 
Woolworth ........... 2.48 2.40 .02 2.40 2.95 2.40 3.42 2.40 3.36 2.40 3.32 2.40 18.55 14.40 77.6 

$50.85 $40.10 $53.46 $39.75 $46.58 $38.75 $52.23 $45.932 $53.76 $43.40 $46.30 $38.20 $303.23 $249.08 82.7% 
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Procter & Gamble, Safeway Stores, United Fruit, 
United States Machinery and Woolworth. 

The results of a comparison of investment results 
of commitments in these specific stocks are most in- 
teresting, and perhaps significant. It is indicated 
that those who have been invested in the “steady in- 
come” issues, ignoring fluctuations in the market 
appraisal of capital, have sacrificed considerable in- 
come for the sake of obtaining safety and depend- 
able dividends. Reducing results to index numbers, 
the comparison between the earnings and the divi- 
dends paid by the two groups would be as shown in 


























tained by comparing other issues, in the opinion of 
the writer less typical. If you take 100% cyclical 
stocks, instead of semi-cyclical stocks, you get an 
entirely different set of results. Over a period, the 
steady income issues, like those in Group I, would 
shine by comparison. 

The chances are that in the future the earning 
power and dividend-paying-ability of semi-cyclical 
shares will fiuctuate less than in the past. Almost 
any type of national administration probably will 
be committed to evening out depressions and booms; 
and the Roosevelt Administration, while it has not 

















may the accompanying small table. always succeeded in its objective the first time, has 
e@ ex- taught us a great deal about managing the economy. 
ivest- Group | Group Il With our war legacy of (1) accumulated deficits 
states paar, Swen ee. in needs, (2) liquidated consumers’ credit accounts, 
poor eens hes cornea? paig @nd (3) accumulated cashable savings in the form 
been 1935 100 100 100 1o of War Savings Bonds, there is quite sure to be a 
Ss re- Le be ba i° 369 big demand for all kinds of consumers durable goods 
; real a8 —— i = Bs 11 in the first few years after the conflict. In the mean- 
good 1940 109 105 187 155 time, the consumers durable goods companies, which 
divi- are engaged in typical semi-cyclical industries, are 
rould At present, with so much emphasis on safety, there doing a very good war business in lines of manufac- 
— naturally is some preference, in the market, for the turmg wi ag — — those = — es 
os by steady income type of stock. Based on actual divi- re normally engaged. There is much to be said, 
» big dend payments in 1942, Group I now offers a yield therefore, for commitments in stocks representative 
com- of 6.6% and Group II, 6.7%. Group I is selling at of such businesses, provided the investor can afford 
| the about 12.4 times estimated 1942 earnings while to see his income fluctuate rather widely and will not 
_— Group II is selling at about 10.6 times estimated get nervous. 

1942 earnings. . 

In the six-year period 1935-1940, which covers A Word of Caution 

two recoveries, one boom and one depression, Group 

I paid out 82.7% of earnings in dividends while A word of caution, however, should be uttered. 
rded Group IT paid out only 73.7%. In 1942 Group I The steady income stocks are much better for highly 
mer, apparently paid out about 75.1% in dividends while conservative portfolios than the semi-cyclical issues ; 
rule Group II paid out 63.6%. and most steady income issues now are obtainable in 
com- The dividends on one share of each issue in Group the market to afford a high yield. In fact, the 
ver a I in the six-year period would have been $249.08, spread between current steady earner yields and 
i an- while the dividends on one share of each issue in  semi- cyclical yields i is smaller than usual; and this 
‘lical Group II would have been $265.12. The maximum _ is not because semi-cyclical dividends are abnormally 
irys- dividend payments in any one year would have been low, or because steady earner dividends are abnor- 
Gen- $68.12 on Group II and the minimum would have mally high. Rather it is due to a growing recogni- 
nne- been $25.45, quite a range. The range betweeen the tion that the semi-cyclical stocks have more invest- 
Pep- high and lew of dividend payments on Group I, ment merit, if held over a period of years, than the 
oller however, would have been only from $45.73 down market formerly gave them. 

As to $38.20, quite narrow. The really shrewd investor will diversify his port- 
1can The range in per share earnings was between folio between cyclical, semi-cyclical, steady earner and 
itch, $53.76 and $46.30 on Group I and between $86.75 growth situations just as he will diversify between 
yers, and $28.14 on Group II. stocks and bonds. To concentrate in steady earner 
lers, A much greater deviation in results could be ob- issues means to sacrifice (Please turn to page 387) 
OAT + 

Group !I—Six-Year Record of Fourteen Semi-Cyclical Stocks 

% of 
i : Earnings 
Paid 1940 1939 1938 1937 1936 1935 Six Years Paid 
n Divs. Earned Paid Earned Paid Earned Paid Earned Paid Earned Paid Earned Paid Earned Paid in Divs. 
03.7% w. $4.21 $2.75 $4.36 $3.00 $3.24 $2.25 $6.54 $5.00 $6.85 $4.05 $5.01 Nii $30.21 $17.05 56.5% 
2.3 Se — $27) 6 Sea8 500 aa2 200 «1166 «10000 «14281200 «8.07 $2.00 55.49 0 665.8) 
92.3 Eaton Mfg. ........ 4.26 3.00 3.85 2.50 0.03 0.25 3.65 2.75 3.43 2.87% 2.65 1.50 17.87 12.87%2 72.1 
97.5 Electric Auto Lite. 5.01 3.00 4.72 3.00 1.53 1.00 3.43 2.60 3.51 260 2.20 0.30 20.38 12.50 61.3 
83.3 General Motors... 4.32 3.75 4.06 2.50 2.17 1.50 4.39 3.75 5.36 450 3.70 . 2.25 24.00 18.25 76.0 
88.6 Ingersoll-Rand ....... 7.03 7.00 6.01 6.00 5.20 5.50 9.83 6.00 6.42 6.00 3.50 5.00 37.99 35.50 93.5 
57.0 Johns-Manville ...... 635 2.75 4.24 2.75 1.09 0.50 5.80 4.75 3.15 4.25 2.17 0.50 22.80 15.50 68.0 
02.0 K tt 4.05 2.75 3.14 2.00 2.10 1.75 4.60 3.50 2.36 1.70 1.22 0.65 17.47 12.35 70.7 
62.3 Lone Star Cement. 3.69 3.50 3.49 3.25 251 3.00 3.94 3:75 3.23 2:50 1.25 1.00 18-11 17.00 93.8 
69.5 McGraw Electric... 3.08 2.25 2.99 1.75 1.89 1.00 2.00 1.00 2.13 1.75 1.30 0.75 13.39 8.50 63.5 
56.7 Pepperell Mfg. ...... 11.53 5.00 8.97 3.00 Nil 3.00 21.04 16.00 11.21 3.00 Nil 6.00 52.75 36.00 68.2 
35.4 wit eee if 1.20 1.74 1.20 Nil 1.20 1.50 1.50 2.05 1.50 2.50 0.75 9.68 7.35 75.8 
00.0 Timken Roller ........ 3.7 3.50 3.02 2.50 0.59 1.00 4.49 5.00 3.84 3.75 3.10 3.00 18.76 18 100.0 
17.6 , S. Gypsum ........ 5.44 3.50 5.71 4.00 3.50 2.00 4.08 2.50 4.01 3.25 2.47 1.75 :25.21 17.00 67. 
B2.7°% $73.27 $49.45 $64.78 $42.45 $28.14 $25.95 $86.95 $68.10 $71.80 $53.722 $39.14 $25.45 $363.91 $265.12 73.7% 
OSS 
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Inspiration Consolidated Copper Co. 


Although complete details were not furnished, 
higher operating costs during the nine months ended 
Sept. 30, 1942, are believed responsible for the first 
check to earnings progress since recovery set in dur- 
ing 1939. Operating income was about 23% lower, 
while profits on the 1,181,967 shares of capital stock 
receded to $0.98 per share from $1.41 per share in 
the similar 1941 interim. Loss of skilled labor at the 
company’s mines, which are located in Gila county, 
Arizona, is believed to have been considerable, and 
it is stated that the labor turnover during recent 
months has been exceptionally high. 

Inspiration operates a low-grade porphyry de- 
posit, and is one of the largest copper producers in 
Arizona. During 1942, annual production capacity 
was increased 25% to about 60,000 tons of copper. 
Output of Inspiration’s properties, which in 1941 
totaled 45,921 tons, is sold through Anaconda Cop- 
per Mining Co., which owns approximately 28% of 
the capital stock of Inspiration. Reserves were esti- 
mated at 58,000,000 tons of mixed ores on Sept. 30, 
1939, believed to be ample for 13 years of capacity 
operations. 

Deficits incurred during the depression years com- 
pelled heavy borrowing by the company, but bank 
loans of $5,000,000 and a debt of $2,000,000 owed 
to Anaconda were liquidated in 1939, this being 
partly accomplished with proceeds of sale of a 
$5,910,000 4% mortgage issue, maturing in 1952. 
This issue, which is convertible into 50 shares of 
capital stock per $1,000 bond, had been reduced to 
$4,260,000 at the end of 1941. The company’s 
working capital position was strong, as of Dec. 31, 
1941, with current assets of $7,454,000, including 
cash of $5,152,000, and copper on hand and in 
process of $1,427,000, compared with current lia- 
bilities of $1,654,000. Dividends of $1.00 per share 
paid in 1942 equalled those of the previous year. 

The tremendous demand for copper for direct and 
indirect war purposes assures a level of operations 
for the duration that will be limited only by the 
adequacy of labor supplies. Federal action in this 
connection is taking the form of orders “freezing” 
copper labor, which require a worker to obtain a 
clearance before he can change jobs; while “fur- 
loughing” back to the mines of former workers now 
in the armed forces is also being considered. Mean- 
" while, Inspiration is employing women for surface 
work to replace men who have left the company’s 
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employ. High cost producers, such as Inspiration, 
have also been favored by the WPB decision to ad- 
vance the average copper prices by lowering mine 
production quotas. Quotas established early in 1942 
were generally based on maximum output of the 
previous year, with a 5-cent premium above the 12- 
cent ceiling price applying to any increase in out- 
put. 

Despite progress achieved in improving the ef- 
ficiency of operations, Inspiration remains basically 
a high-cost producer, and earnings fluctuations in 
the post-war years will doubtless continue extensive. 
With demand and price situations currently favor- 
able, the prevailing dividend basis of $0.25 quar- 
terly should be easily maintained for the immediate 
future, and in view of the high yield available, the 
capital stock may be retained on a semi-speculative 
basis. 


Oliver Farm Equipment Co. 


Conversion to direct war production by the lead- 
ing agricultural equipment companies during 1942 
did not proceed at the rapid rate evidenced in nu- 
merous other branches of heavy industry. As the 
year. ended, conversion had advanced to a point 
where about 20% of total output of Oliver Farm 
{quipment Co. was for war products, as against 
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about 30% in the case of the largest manufacturer 
in this division of industry. With this phase of the 
Oliver company’s activities approaching completion, 
a material increase in armament output is antici- 
pated during 1943. 

The company is a producer of various types of 
agricultural equipment which are not only sold 
under its own trade name, but which are also manu- 
factured for sale by other distributors under other 
trade names. The company’s five plants are located 
in Indiana, Michigan, Iowa and Ohio. Normally, 
foreign business, including Canadian, provides about 
20% of total sales. Tractors account for about 
50% of total sales, with tillage tools furnishing 
around 25%, threshing equipment 12%, and repair 
parts providing the balance of sales. 

Oliver does not report on an interim basis, but a 
strong financial status was disclosed by the latest 
published balance sheet, that as of Oct. 31, 1941. 
At that time, current assets of $20,103,000 included 
cash of $4,261,000 and inventories of $10,558,000, 
whereas current liabilities were only $3,473,000. 
Long-term notes payable amounted to $2,250,000, 
due $375,000 annually through 1948; while the only 
equity issue was represented by 336,936 shares of 
no-par capital stock. The fiscal year was changed 
to Oct. 31 from Dec. 31, in 1941. Net income for 
the 1941 ten-month period was equal to $4.93 per 
share, as against $2.56 for the calendar year 1940. 
Including a disbursement of $1.00 per share on 
Nov. 25, dividends for 1942 totaled $2.00 per share, 
compared with $1.00 in the preceding year. 

During 1943, production of farm equipment will 
be considerably curtailed as a result of Federal reg- 
ulations but the program of concentration and re- 
striction announced by WPB is being appealed by 
the farm organizations and the Department of Agri- 
culture and probably will be modified. Insofar as 
Oliver is concerned, curtailment would have the 
effect of measurably reducing the ratio of output of 
its normal equipment, which should be more than 
offset by the large volume of ordnance work already 
booked and of which more is in prospect. 

For the post-war period, the company’s operating 
outlook is favored by the large potential demand 
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for equipment consequent upon the tacit American 
policy of supplying a large portion of the food re- 
quirements of the war-torn areas of Europe and 
Asia. Moreover, the increasing mechanization of 


American and Canadian farms should also conduce 


toward strengthening the company’s sales position 
in future years. 

Recent market strength perhaps reflects expec- 
tation of another favorable report shortly to be 
released for the fiscal year which ended Oct. 31, 
1942. In view of the sharp rise in prices, new pur- 
chases may be deferred pending establishment of 
more attractive buying levels. 


Penney (J. C.) Co. 


A fortunate combination of widely diffused public 
spending power and of an unusually strong inven- 
tory position was responsible for the excellent sales 
exhibit registered by J. C. Penney Co. during the 
eleven months ended with November, 1942. For that 
period, sales rose 34.2% over those for the corre- 
sponding months of 1941. Year-to-year gains in 
comparable 1941-42 months varied considerably, 
however, ranging from peak gains of 50.7% between 
January, 1941, and January, 1942, down to 22.2% 
between November, 1941, and the similar month of 
last year. Although total income before taxes for 
the six months ended June 30, 1942, was 81% 
higher than during the corresponding 1941 interim, 
a sharp advance in Federal taxes cut net income for 
the 1942 half-year to $2.28 per share from $2.56 
per share (on the outstanding 2,743,984 shares of 
no-par common stock) reported for the six months 
ended June 30, 1941. 

The company’s balance sheet as of June 30, 1942, 
revealed inventories of $99,425,000, these being 
$19,000,000 higher than at the end of 1941, and 
nearly $26,000,000 above those on hand on June 
30, 1941. Current assets at the 1942 mid-year pe- 
riod aggregated $122,453,000, including cash of 
$22,387,000, compared with current liabilities of 
$52,417,000. There was no funded or floating debt 
outstanding at that time, the only capital obligation 
being the common stock. 

Penney operates approximately 1,600 department 
stores, located mostly in the smaller cities with about 
55% of these units being west of the Mississippi 
river. The greater portion of these stores features 
low-to-medium priced men’s, women’s and children’s 
clothing, dry goods, and other merchandise. Sales 
are conducted on a cash basis. Costs are carefully 
controlled, and the company pursues a policy of 
closing and relocating the less profitable units, with 
a distinct trend toward establishment of newer units 
in the larger communities. 

Despite the company’s strong inventory situation, 
difficulties will be encountered in replacing numerous 
items during 1943, in view of the fact that manu- 
facturers of many retail store items have diverted a 
considerable portion of their operations to some 
phase of the war effort. This applies with some force 
to the company’s large sales of textile goods, because 
of abnormally heavy Government demand for such 
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products. The company occupies a strong position 
in the low-priced merchandise field, and further 
growth in over-all sales volume is indicated for 
future years. 

Dividends on the common stock, paid in every 
year from 1927 to 1942, inclusive, amounted to 
$5.00 per share in each of the years 1939, 1940, 
1941 and 1942. The shares have risen from a low 
of 5614 in 1942 to prevailing peaks around 81. On 
the presumption that recent liberal dividend policies 
may be continued, the common shares may be held 
for income and long-term growth. 


Remington Rand, Inc. 


Owing to the adaptability of operations, conver- 
sion of the office equipment industry to a war-pro- 
duction basis was accomplished with a minimum of 
re-tooling and with comparatively little loss of time. 
This industry is ideally suited to manufacture of 
such equipment as fire-control devices, small arms 
ammunition, primers, fuses, rifles and pistols, as well 
as parts for aviation instruments. Meanwhile, pro- 
duction of all normal lines has been almost com- 
pletely suspended. Not only is Remington Rand, 
Inc., engaged in production of a wide variety of 
military items, but it is stated that the company will 
also operate several plants now being constructed by 
the Government, including a large explosives-load- 
ing unit. 

The company normally produces a complete line 
of office equipment. Sales of typewriters and sup- 
plies, of filing and visible indexing equipment, and 
of cabinets provide 75% of the total, while about 
one-third of sales normally is derived from foreign 
sources. Investments in consolidated foreign sub- 
sidiaries aggregated $4,502,000 as of March 31, 
1942. In this connection, the company’s annual re- 
port for the fiscal year ended March 31, 1942, states 
that “operations for the year were charged with 
$209,976 representing the remaining investments in 
the subsidiaries in Germany, after applying cash of 
$224,369 U.S. Dollars received during the year for 
approximately two-thirds of the company’s interest 
in one of these subsidiaries.” 

Balance sheet as of that date showed an excellent 
financial position with current assets of $47,044,000, 
including cash of $10,481,000, comparing with cur- 
rent liabilities of $18,279,000. The principal item 
among the latter was income tax reserve of $8,184,- 
000. Karnings for the fiscal year ended March 31, 
1942, equalled $3.08 per share on the outstanding 
1,743,040 shares of common stock, compared with 
$1.97 per share in the previous fiscal year. For the 
six months ended Sept. 30 last, net income, after al! 
charges, was equal to $1.03 per share of common, as 
against $1.65 in the previous similar interim. Cap- 
ital obligations, in addition to the common shares, 
include 184,932 shares of $4.50 cumulative $25-par 
preferred (callable at $100) ; bank loans, maturing 
serially from 1943 to 1946, in the total of $2,400,- 
000; and $15,000,000 of S. F. debenture 314s, due 
July 1, 1956. 

Cash dividends have been paid annually since 





1936 on the common shares, these amounting to 
$0.85 per share in 1942. Latest payment was $0.25 
on January 2, 1943. 

Manufacture of armament components will com- 
pletely occupy the facilities of this organization for 
the duration. Restoration of normal economic con- 
ditions, following the conclusion of hostilities, will 
find available a tremendous commercial market for 


the normal output of Remington Rand. Deprecia- © 
tion and obsolescence of typewriters and other equip- 7 


ment providing the principal revenue of this concern 
are proceeding at a rapid rate, wherein the market 
for replacements should, upon re-conversion to peace 
time operation, aid in maintaining operations at 
high levels for an indefinite period. The preferred 
shares, providing a yield of over 6%, are attractive 


as a purchase for income; while the common shares | 


may be bought for speculative income, as well as for 
long-term appreciation possibilities, based on the 
company’s sanguine post-war prospects. 


United Drug, Inc. 


The steady progress achieved by United Drug 
over the past few years in consolidating the opera- | 
tions of manufacturing subsidiaries, as well as in ff 
improvement of its real estate situation, coupled [| 


with continuing sales expansion, has resulted in un- 
interrupted earnings enhancement in the years fol- 


lowing 1938, when post-depression minimum profits | 
were recorded. Evidence of the more favorable [ 


status is furnished in the report for the nine months 


ended Sept. 30, 1942, which, despite a six-fold in- [ 


crease in Federal taxes, showed net income equal to 
$1.13 per share, compared with $0.92 per share, in 
the similar months of 1941. 


United Drug, Inc., through subsidiaries, is en- } 
gaged in the manufacture and sale of a wide line of [| 


proprietary drugs, confectioneries and other miscel- 
laneous products. The company-owned Liggett and 
Owl drug stores, numbering about 585 units, located 
in the United States and Canada, account for about 
70% of total sales, while articles made by the com- 
pany are sold through more than 12,000 Rexall 
stores, over 8,200 of which are located in this coun- 
try, 2,400 in England and the Irish Free State, and 
1,060 in Canada. Best known branded products are 
“Rexall” and “Puretest” proprietary drugs, “Seam- 
less” and “Kantleek” rubber goods, and ‘“Firstaid” 
surgical dressings. 

Finances were strong at the end of 1941 (no 
later balance sheet than that as of Dec. 31, 1941, is 
available), and current assets of $38,247,000 in- 
cluded cash and marketable securities of $8,172,000, 
compared with current liabilities of $9,863,000. 
Only funded debt was $32,500,000 of 5% debentures 
of United Drug Co. of Del., due 1953, while capital 
stock consisted of 1,400,560 shares of $5 par value, 
these including 48,976 shares held by a subsidiary 
company. No dividends have been paid since 1937. 
Bonded debt has been cut from an original issue of 
$40,000,000. Other debt was of nominal propor- 
tions at the close of 1941. 

Although inventories (Please turn to page 380) 
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SECURITIES DISTURBING INVESTORS 


ne e. 


Anaconda Copper Mining Company 


From a number of shareholders of Anaconda we 
have received inquiries as to what action is advised 
now in view of the unsatisfactory market perform- 
ance of the stock, which is currently 1%4 points 
above the 1942 low of 225g—as contrasted with a 
1942 high of 285g. When the war started in Sep- 
tember, 1939, this stock sold at 40 but since then it 
has continued below that price and its market action 
has been less than average in attraction. 

Anaconda is one of the two largest copper pro- 
ducers in the world. It is witnessing a heavy demand 
for its products from the government. War has 
temporarily nullified the four-cent tariff which nor- 
mally bars the company’s foreign output, inasmuch 
as the metal produced down in the company’s Latin 
American properties is being bought up by the gov- 
ernment. Besides Anaconda’s huge copper, lead and 
zinc production, the company is turning out quan- 
tities of finished products through its brass and wire 
mill subsidiaries. It is also the largest producer of 
manganese and has recently taken on magnesium 
production. 

Earnings of the company in the first nine months 
of last year were $3.17 contrasted with $3.77 a share 
in the same period of 1941. For the full year of 
1942 probably $1.00 more will be added bringing 
earnings to approximately $4.17 as against $5.01 
per share for 1941. 

Dividends have been paid in 1942 to a total of 
$2.50 a share including the $1.00 year-end payment 
December 21st. This is the same amount as was dis- 
bursed in 1941. At present quotations it represents 
a yield of better than 10%. 

Tremendously increased taxes, labor shortages 
and generally higher costs are combining to reduce 
income but we feel that present quotations amply 
discount this. Furthermore, the company has good 
peace time prospects since it will have but little trou- 
ble reconverting its facilities from war to peace. 

In 1942 the company retired the remainder of its 
outstanding funded indebtedness so that now its 
properties are all clear of such encumbrances for the 
first time in years. This avoids sizeable interest 
charges which were paid in the past, and, thereby, 


JANUARY 9, 1943 


S. WILLIAMS 


benefits the common stock. Now there is nothing 
ahead of the 8,674,338 shares of capital stock. 

Conclusion: In view of presently depressed prices, 
the high and reasonably dependable yield and the 
outlook for the company both over the coming year 
and in post-war adjustment—we recommend retention 
of this issue by holders. Those investors seeking a 
substantial income and cumulative growth in value 
over the longer term might well place a conserva- 
tive portion of capital in this situation. 


Armour & Company, Common 


Holders of Armour & Company common shares 
have been disturbed by various factors including the 
talk of meat shortages, rationing and particularly 
by the market action of the stock which only a short 
time ago reached a low of 214 for the year as com- 
pared with a 1942 high of 414 and 1941 high of 51. 

Armour & Company of Illinois is the second larg- 
est factor in the meat packing industry. It operates 
both as a holding and operating company and be- 
sides meat, hides, wool, fertilizers and other bi-prod- 
ucts of meat—a considerable butter and egg business 
is conducted. Armour of Delaware, the main sub- 
sidiary, owns and operates plants in this country 
and in South America where it chiefly handles beef 
for Britain. 

The company’s financial report just issued De- 
cember 27th is highly interesting. It points out that 
consolidated income for the fiscal year ended October 
31, 1942 was 40% greater than in the previous 
year and by far the largest revenue ever obtained 
in a single year by the company. The two factors 
combining to bring about this increase were the 
increase in total tonnage sales of about 10% and 
increase in prices averaging about 30% higher than 
in 1941. 

Net earnings were showing sound growth when the 
OPA set price ceilings over retail and wholesale cuts 
of meat—but did not establish ceiling prices for live- 
stock. Mr. George A. Eastwood, president of Armour, 
points out that you would expect ceiling prices on 
pork to be based on the concurrent live hog prices, 
but the first set of ceiling prices caused losses of 
several dollars on each (Please turn to page 376) 
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Wrigley 


The shares of William Wrig- 
ley Jr. Company currently sell 
around 58 compared with a high 
of 62 and a low of 39 in 1942. 
The company, in the minds of 
many, is believed to be having a 
hard time because of a shortage 
of chicle and sugar and due to its 
low EPT base. Actually the man- 
agement is making splendid prog- 
ress building for the future, is 
maintaining sales volume rather 
well, and has an EPT exemption 
base of around $2.80 to $2.90 a 
share after.a 40% normal and 
surtax. The $3.00 dividend rate 
is likely to be continued, since 
cash position is strong. Dividends 
have been paid regularly since 
1913, and at the current or a 
higher rate in every year since 
1923. The management has 
adopted voluntary priorities on 
gum deliveries which favor de- 
fense plants, defense areas and 
the armed forces; and has put a 
distinct war emphasis note into its 
advertising program. Early in 
the war it turned over for the use 
of the government the most com- 
plete mailing list of retailers in 
the United States. War business 
consists of the packaging of field 
rations, and into each field ration 
kit goes a package of Wrigley’s 
gum. A comprehensive analysis of 
the company suggests that Wrig- 
ley may be one of the more con- 
servative “growth” stocks. 


International Paper 


Late in the year, perhaps due 
partly to tax selling, the common 
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shares of International Paper 
were selling around the low for 
1942. The stock, although highly 
speculative and unlikely to pay a 
dividend for a long time, may 
be undervalued. The company is 
making good progress reducing its 
still large debt; it has succeeded 
in making domestic kraft produc- 
tion more important in its affairs 
than either newsprint or white 
paper, and therefore has become 
less vulnerable to Scandinavian 
competition after the war; a new 
and more conservative manage- 
ment is at the helm; and the book 
value of the stock has increased 
since the end of 1938 from $20.87 
to around $36 a share. It is be- 





lieved that a $3.00 to $5.00 ad. 
vance in the price of newsprint 
early this year will more than off. 
set lower volume in that field. In 
the white paper division profits 
probably will be lower. 
profits, however, may be nearly 
maintained as much kraft is being 
used in defense, or in “essential” 
industries. Net for the year just 
closed, including the EPT credit, 


probably will be around $2.50 al 


share on the common against more 
than $6.00 a share in both 1940 
and 1941. 


Ice Cream and Cheese 


are the two high-profit-margin 
products of the dairy companies. 


The 1943 output of ice cream) 
promises to be sharply lower, 
while cheese output probably will f 
increase under government sub-f 
Butter production evi-f 
dently will decline. The demand} 
for fluid milk should be strong, } 
and the gasoline shortage may re- | 
sult in some economies in deliv-f 
eries. The cows, however, prob-[ 
ably won’t turn out as much milk; 
and the dairy products industry [ 
can’t sell any more milk than thef 
It is understood 
that both National Dairy andf 
Borden should be able to maintain 
recent dividend rates in 1943, but 


sidies. 


cows produce. 


that no increase in the rates of 


Courtesy duPont 


Compression of dehydrated food to save cargo space has been proposed for Lend- 

Lease and Army shipments. At left are nine pounds of raw potatoes. Center, is 

equivalent amount after shredding and dehydrating. Squeezing in hydraulic press 

further reduces volume by 75 per cent, as shown by block of cakes at right. Each 

cake is protected by moisture-proof cellophane, which also safeguards against con- 
tamination by germs, dust and grease. 
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Railroads Rich in Cash 


Conservative dividend policies, 
together with large earnings, are 
resulting in challenging gains in 
the cash position of many rail- 
roads. At the end of October Atlan- 
tic Coast Lines had $32.6 million 
cash against $13.5 million at the 
same time a year previous, Milwau- 
kee $48.8 million against $37.1 
million, Louisville & Nashville 
$63.9 million against $35.8 mil- 
lion, New York Central $83.7 
$70.8 million, 
Pennsylvania $176.2 million 
against $111.9 million, St. Louis 
Southwestern $16.5 million 
against $5.3 million, Southern 
Pacific $90.5 million against 
$37.9 million, Union Pacific $79.9 
million against $43.9 million and 
Western Pacific $13.4 million 
against $9.2 million. The cash of 
most other roads was up propor- 
tionately. Receivables, consisting 
largely of freight and passenger 
bills due from the Government, 
also were much higher. Rail- 
road securities, both bonds and 


| stocks, ought to reflect this im- 


provement in liquid position. 
Incidentally, one well-known 
railroad security analyst esti- 


' mates that in the first quarter of 
| 1943 railroad gross will increase 
| 37%, net operating income 81%, 


and net profits for stocks, 196%. 
These figures would not be so sen- 
sational but for the low level at 
which rail shares and rail bonds 
are selling. 


Some Rails Will Earn Less 


As pointed out in “Profit and 
Income” for December 12th, how- 
ever, some railroads probably will 
earn less per share in 1943 than 
in 1942, even though net before 
taxes may be larger. Roads like 
Atlantic Coast Line, Southern 
Pacific, Southern Railway, Union 
Pacific, Erie and Atchison in 
1942 had the benefit of large 
EPT carryover benefits from pre- 
vious years, and in their income 
tax return for 1942 will use up 
most or all of their old credits. 
That means that in 1943 they 
will feel the full impact of the 
EPT for the first time. On the 
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Illustrating Selective Market Trends 


The market now moves much more selectively than formerly. Here are 20 issues which have 
sustained important advances, and 20 which have declined during the past year. Many issues show 
no large change from prices prevailing a year ago in spite of the substantial movements in some 


others. It is imperative that investors should kee 


themselves informed about trends which appear 


in the securities they own. This is one of the objects of this regular feature. 


20 STOCKS WHICH HAVE ADVANCED 
DURING PAST 12 MONTHS 



































Late La 

1941 1942 
PMG s MMOITIIED, Sic carcadtntcsviassasenaasnea 14 
Amer. Stove 7 12 
Atchi 272 46 
Cel 21 28 
Chrysler 45 69 
Erie ctsf. 4 8 
GOROTEE MOTORS  -0.0:0cccccccccccccccnessee 31 da 
Goodrich 132 262 
Goodyear 10/2 26 
Policia Fermace .........c.0..-.0:..c0c0000 142 29 
Int. Teleph We) 62 
Pan Amer. Airways ...............00--.- 14 25 
Patino 13V2 23 
Remington Rand .................200000000 8/2 12V2 
SORROW MID occscecccccsnencecscencnscases 7V2 10% 
(ee | See 19 29 
Swift Int. 182 27 
Underwood 28 a4 
Be, tie TIN Mick tc ccosescsnscnactanssnosess 7 14 
Rie ie MI chase crvepsedcccecessacstness 15 262 


20 STOCKS WHICH HAVE DECLINED 
DURING PAST 12 MONTHS 


























Late Late 

1941 1942 
Amer. Woolen pfd.............0-sc0s000 72 55 
Armour prior pfd.. ............:0ss00+ 64 45 
Atlantic Refining ................:s:s00 232 182 
Bendix 40 4 
Bethlehem Steel .............:cssscsssscee 66 55 
Comm. & Southern pfd................. 42 35 
H tak 37 31 
Int. Paper 8 
L Lh aA 17 
Lone Star Cement..................c-0000 36 
Mack Trucks 28 
Newport News Ship................0-:0++ 17 
N. Y. Shipbuilding .... 2012 
|) J ni 14 
NIN BR Es accccaccscccccaccnsses 24V2 
Savage Arms 9 9% 
ed) aaa 172 15 
UNIO DICED oocaccccsccocecescsnescosses 25 
United Fruit 72 64 
U. S. Steel 53 47 








other hand, roads like New York 
Central, Illinois Central, North- 
ern Pacific and Great Northern 
still will be in fairly good shape 
from an EPT standpoint. Ches- 
apeake & Ohio, Norfolk & West- 
ern, Virginia and Louisville & 


Nashville will pay EPT for 1942. 


American Telephone 


American Telephone directors 
meet again for dividend on Feb- 
ruary 17th. The performance of 
the stock during the past year or 
more usually has been less satis- 
factory as the dividend meeting 
approached; but it has been a 
rather unsatisfactory issue on 
which to be bearish. This favorite 
issue of more than 600,000 stock- 
holders at 126 yields 7.1% as a 
$9.00 issue, 6.3% as an $8.00 
issue and 5.4% as a $7.00 issue. 
It would seem to have discounted 
a cut in the dividend to $8.00, but 
not a cut to $7.00. Probably a 
dividend reduction (which may 
not come after all) would be a 
signal for many of those who are 
watching the stock to buy it 
rather than to sell it. If you feel 
too bearish on American Tele- 
phone, just try to count up how 
many people are paying a tele- 
phone bill every month, Look at 
your telephone directory, and re- 
member that it is only one of hun- 


dreds. 
So We Hear— 


Those who have been trying to 
buy Warner Brotuers Pictures 


common at concessions on a sell- 
off are becoming discouraged; 
the buying in the stock, which 
was mentioned in this column 
on December 12th and again 
on December 26th is of a very 
confident nature. . . . CHicaco, 
Mitwavkerg, St. Paut & Pa- 
ciric 5s, 1975 are being fa- 
vored for speculation by default- 
ed bond experts. ... Railroad 
men are greatly impressed by 
the performance of roads serv- 
ing the Pacific Coast territory, 
especially by Denver & Ru1o 
GRANDE WESTERN, WESTERN Pa- 
ciFIc and SouTHERN PaciFic, and 
say that much of the traffic will 
“stick” for a considerable period 
after the war. ... There has been 
some switching of Swirr & Co. 
and other domestic packing house 
issues into Swirt InTERNATION- 
AL; Swift International is not 
subject to the American EPT (it 
is an Argentine corporation), and 
any improvement in the shipping 
situation should result in a quick 
gain in earnings. . . . Those who 
have been right so far on the 
moves in Hecker Propucts are 
anticipating that the stock will 
pay 60 cents in dividends in 1943; 
its margarine business is expected 
to be excellent. . . . Other mar- 
garine companies in which there 
is a public interest include Na- 
TIONAL Dairy Propucts (Kraft’s 
Parkay) and Guwpen... . Hold- 
ers of sugar shares are waiting 
anxiously to find out how much 
West Indies sugar the United 
States (Please turn to page 374) 
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Maxy security holders are now revising their 1943 
budgets to cope with the new Victory Tax, the in- 
creased income taxes, their “quota” of war bond 
purchases, etc. Additional income from securities 
would soften the tax blow, and can frequently be 
obtained without lowering the quality of holdings. 

It may therefore interest such investors to con- 
sider the merits of the following bonds and preferred 
stocks which average about 6% yield at current 
prices, and seem to offer secure income under present 
conditions. 


Nashville, Chattanooga & St. Louis First 4s/78 


These bonds are currently selling around 6814 to 
yield about 5.85% current income and 6.20% to ma- 
turity. The range this year is about 76-62, last year 
72-6214. For some years prior to 1938 the bonds 
ranged between 95 and 70. Fixed charges were cov- 
ered in 1942 about 3.5 times and in 1941 were 
covered 2.2 times. While it is true that interest was 
not fully earned during the early 1930’s, the com- 
pany always maintained a strong current position. 

As of September 30th last year cash exceeded 
$7,000,000, well in excess of current liabilities, and 
the current ratio was nearly 214 to 1. Cash on hand 
was equivalent to about 60% of the market value of 
the outstanding First 4s (there were also outstand- 
ing some equipment trust certificates, but these ma- 
ture serially and most roads consider such maturities 
as being taken care of by depreciation charges). 

Dividend payments are being held to a modest 
percentage of net income (72% of the stock is owned 
by Louisville & Nashville, and 38% is traded on the 
Stock Exchange). If the 1942 rate of earnings con- 
tinue for another year or so, the road would prob- 
ably be in a position to buy in all the First 4s/78 
out of cash. 

The road has benefited by industrial growth in 
its territory, both tonnage and freight density in 
1941 being higher than in 1929. Traffic is well 
diversified, with miscellaneous manufactured goods 
accounting for about 40% of revenues. The road’s 
capitalization is quite conservative, funded debt be- 
ing less than one-half of total capitalization, and 
the first mortgage bonds are outstanding in the 
amount of only $22,581 per mile. 

It appears likely that the company may use sur- 
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Seven Bonds and Preferred 


Stocks for a 6% Yield 


BY OWEN ELY 
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plus cash in 1943 to repurchase some of its own) i 
bonds since this can now be done without tax penalty. | ‘iv 
American Power & Light Debenture 6s/2016 vl 
This company is one of the sub-holding companies 50t 
of the Electric Bond and Share system, and wiil sat 
probably be dissolved under the so-called “death] ,. 
sentence” of the Utility Act of 1935. The bonds are dis 
currently selling around 9634 to yield about 6.20%. | ©" 
Interest charges in 1941 were earned about 1.37) Sh 
times on an over-all system basis, but American | whi 
Power & Light’s equity in subsidiaries’ earnings o 
would have been sufficient, after deducting its own | pli 
expenses and taxes, to cover interest on these bonds sol 
nearly 414 times. The parent company actually re-f 
ceived enough cash to cover all fixed charges about red 
31% times in 1942. With higher taxes in 1942 the bee 
figures will be somewhat lower, but should still af-f 
ford ample protection. sol\ 
At the end of 1941 the company had cash assets val 
of over $11,100,000 or about one-quarter of the out- f sto 
standing debenture 6s. Current assets also included | anc 
$6,408,419 “other securities” and net current assets effi 
amounted to over $16,700,000. Thus the company Lot 
could retire a sizeable amount of its funded debt} °" 
through cash on hand. Investments in subsidiaries sub 
were carried at over $251,000,000 book value but of f °° 
course only a portion of this figure would represent f hol 
realizable values. However, the investments included f °° 
substantial amounts of bonds and preferred stocks 
of subsidiaries, and while some portion of these may 
in future be converted into equity securities under 
SEC orders, there would seem to be ample values inf. : 
the portfolio (together with cash assets) to pay off : #6 


all bonds. The company has already applied to the 
SEC for permission to use $10,000,000 cash for 
repurchase of bonds in the open market. 


Certain-Teed Products Debenture 51/25/48 


These bonds are currently selling on the Stock 
Exchange around 94 to yield about 5.85% (range 
last year 9534-807). The company’s earnings have 
been improving steadily in recent years. In 1939 
fixed charges were earned 2.1 times, in 1940 2.6, 7 
and in 1941 6.8 times; interim earnings last year 


have shown some further gain despite higher taxes. to o 
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Certain-Teed is one of the leading makers of as- 
phalt roofings and sidings, and the third largest 
producer of gypsum products including plaster and 
wallboard. Through a subsidiary it is also an im- 
portant maker of floor coverings. The company nor- 
mally has large replacement sales, which would seem 
to insure a considerable volume of post-war business 
(about 85% of present output is connected with the 
war program). Net working capital at the end of 
1941 amounted to 63% of the funded debt. 


North American Company $3 Pfd. 


This stock is currently selling around 50 to yield 
6%. It is one of the conservatively capitalized 
utility holding companies, and earnings are cur- 
rently running at the rate of about 5 times preferred 
dividend requirements on a consolidated basis, and 


| 4 times on a “company only” basis. The company’s 
| own statement for the 12 months ended September 
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30th indicated that fixed charges and preferred 


| dividends (taken together) were earned over 3 times. 


While the company is contesting in the courts the 
dissolution orders of the SEC, it is probable that a 
compromise will eventually be worked out. President 
Shea stated last summer, “if we can develop a plan 


salons which meets with the approval of the commission and 
a | pliance with the Holding Company Act. will be 
bonds | Solved and there will be no need for litigation. 


of our own security holders, our problems of com- 


The Company has been following a policy of 
reducing its funded debt, over $25,000,000 having 
been retired since early 1941. 

Regardless of the outcome of SEC efforts to dis- 


| solve the company, it seems obvious that system 


iil values should remain ample to protect preferred 


stockholders. The company’s operating subsidiaries 


» and affiliates include some of the largest and most 
| efficient concerns—Union Electric Company of St. 





Louis, Cleveland Electric Illuminating Company, 
and Washington Railway & Electric. It also has a 
substantial investment in Detroit Edison, which how- 
ever is being currently distributed to common stock- 
holders at the rate of 1/50 of a share quarterly for 
each share of its own stock outstanding. 


Radio Corp. $3.50 First Preferred 


This stock is currently selling around 5814 to 
yield about 6%. Earnings and price range in recent 
years have been as follows: 




















Approximate 

Earnings Price Range 
1942 $9.70* 59-47 
1941 11.31 63 - 48 
1940 10.12 69 - 49 
1939, 8.98 68 - 53 
1938 8.23 67 - 37 
1937. 10.07 80 - 44 
1936 6.93 80 - 69 








* 12 months ended Sept. 30th. 


The company’s gross carnings in 1941 amounted 

to over $157,000,000. It is actively participating in 
9 >) cas on DS 

the war program, and billings on Government work 
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by the manufacturing division are reported in- 
creasing. The post-war outlook also looks favorable, 
since the company can probably resume the manu- 
facture of radio sets without great delay, and there 
should be an accumulated demand. Moreover, Radio 
Corp. holds some basic television patents and is ac- 
tively interested in the development of the new art, 
which is expected to flourish after the war as a re- 
sult of continued research in electronics. 

Radio Corp. also has on the market an improved 
electronic microscope which is vastly superior to 
earlier cumbersome models, and whose magnifying 
powers are far greater than those of ordinary mi- 
croscopes; this should be in considerable demand 
for research laboratories, hospitals, etc. 

Radio Corp. should by now have “lived down” 
the sensational rise and fall of its common stock 
during 1927-32 (the stock is currently selling at 
less than 5% of its 1929 high). This episode, due 
largely to the speculative activities of a colorful 
Wall Street broker, should not detract from the 
present investment merit of the company’s first 
preferred stock. 


Armour & Co. (Del.) Gtd. 7% Pfd. 


Armour & Co. of Delaware 7% preferred stock is 
guaranteed by Armour & Co. of Illinois (the prin- 
cipal operating subsidiary) as to dividends and 
principal ($110 per share). It is also protected by 
a guaranteed sinking fund, requiring purchase of 
1% of the issue annually out of net earnings after 
payment of the full dividend. Earnings have usually 
been ample to cover the requirements on this issue 
with a substantial margin of safety, though in 1938 
the dividend was not fully covered. Dividends have 
been paid since 1924 on this issue without interrup- 
tion (the stock should not be confused with Armour 
& Co. of Illinois $6 prior preferred and 7% pre- 
ferred, on which dividends have been irregular). 

In the fiscal year ended November 1, 1941, the 
dividend was earned over three times and in the re- 
cent fiscal year ended October 31, 1942, $30.58 per 
share was earned or over four times the require- 
ments. The earnings for the fiscal year just ended 
made a particularly favorable showing considering 
the fact that, due to government policy, farm prices 
were allowed to rise, while retail price ceilings were 
imposed on some meat products. 

The stock is currently selling around 108 to yield 
about 614%, last year’s range being 111-102. 


British War Loan 31/25 


These bonds are selling in the United States 
(over-counter market) at amout $460 per £200 
bond. Since coupon payments in the United States 
are accepted at the official rate for sterling of $4.025, 
the annual income per bond is about $28, or making 
the current yield about 6%. 

The London price of the bonds is around 105 
(equivalent to about $845 at the official exchange 
rate), so that the price in our market reflects a valu- 
ation of the pound sterling at only about $2.30, 
compared with the official rate of over $4. 

The issue is one of the (Please turn to page 381) 
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The Personal Service Department of THe Macazine or Wav Street will 
answer by mail or telegram, a reasonable number of inquiries on any listed 
securities in which you may be interested or on the standing and reliability of 
your broker. This service in conjunction with your subscription should represent 
thousands of dollars in value to you. It is subject only to the following conditions: 


1. Give all necessary facts, but be brief. 


2. Confine your requests to three listed securities. 


3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. If not now a paid subscriber use coupon elsewhere in this issue and send 
check at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 





Bayuk Cigars 

In your July 25 edition you approved of 
Bayuk Cigar so I bought 100 shares at 
1914. It is now up to 211% and I wonder 
whether to take this profit. You stated 
that the $1.50 dividend was secured by 
ample earnings and this has been true—so 
I want your further counsel now; should 
I accept my gain, hold or perhaps buy 
more. How is the 10¢ Phillies being ac- 
cepted? Has it lowered sales of 5¢ Phit- 
lies? What other brands does the company 
sell? Is the problem of imported tobaccos 
causing trouble? I was disappointed with 
earnings in the first nine months, but I un- 
derstand that these have since been re- 
vised upward with passage of the tax law. 
Has the company ample working capital 
and inventories? Can I continue to expect 
the present dividend rate?—A. S., Dayton, 
‘Ohio. 


The stock of Bayuk Cigars Inc. 
is currently selling at approxi- 
mately 34 of a point from its 
1942 top. The company con- 
tinues to hold a leading position 
in the cigar field, with the 5-cent 
Phillies brand maintaining its 
position as the largest selling 
5-cent cigar in America. With 
the signing of the new tax bill, 
it is now possible to revise up- 
wards the earning figures for the 
nine months ending September 
30, 1942, from $751,352 or $1.91 
per share, to $814,145 or $2.07, 
taking into account slight in- 
creases in state taxes, which the 
reduction in estimated Federal 
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taxes entails. The earnings for 
the period compare with $2.87 
per share in 1941. This decrease 
is a continuation of the decline in 
net income as shown for 1941 
from 1940, which was brought 
about by higher operating costs 
and increased taxation. Through- 
out the depression the company 
showed consistent improvement, 
reporting steadily mounting sales 
and earnings. Meanwhile, sales 
have continued their upward 
flight, through 1941, and for the 
first nine months of this year. At 
the present time sales are ahead 
of production. In October of 1941, 
the company introduced to the 
trade the “Extra Size” Phillies 
cigars, selling at 10 cents or three 
for a quarter. This cigar was in- 
troduced in New England, and 
following a favorable reception 
there, was offered in sections of 
New York, New Jersey and 
Pennsylvania. The sales of the 
10-cent cigar continued to im- 
prove and the 5-cent Phillies 
which started off last year selling 
more cigars each week than in 
1941, has continued to sell above 
the record 1941 level. This is 
partly due to the upturn in 
cigar consumption, but also from 
the aggressive advertising policy 
which has popularized Phillies. 
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Emphasis on higher-priced cigars 
during the emergency should aid 
in offsetting increased costs and 
taxes. Other brands that are 
made by this company include 
Bayuk Ribbon (selling for 5 
cents and three for ten cents); 
Charles Thomson (five for fifteen 
cents) ; Mapacuba (5 cents), and 
Prince Hamlet (10 cents). Oper- 
ations are highly mechanized. 
Curing, stemming, storing and 
packing plants also are owned 
and distributing branches are 
located at strategic points in thef 
northeast, with jobbers covering | 
the remaining territory. 
In the coming year, average} 
tobacco costs will be much higher, [ 
but continued satisfactory sales | 
and better selling prices should | 
prove offsets. Inventories of im-| 
ported tobacco are adequate. The | 
financial position of Bayuk| 
Cigars is strong, working capital 
has been notably improved, al- 
though the enormous seasonal in- 
crease in tobacco inventories re- 
quired temporary bank borrow- 
ing during the early months of 
the year, when cigar tobaccos are 
purchased. The common stock of 
Bayuk Cigar is attractive for en- 
hancement in value, plus the bet- 
ter than 614% yield on the ap- 
parently secure $1.50 dividend. 





American Sugar Refining Co. 


If I remember correctly, you mentioned 
American Sugar Refining in your issue of 
September 5th when it was selling at 16%. 
It is now selling at 1934. Can you tell me 
something about this company? How have 
ceiling prices and reduced receipts of raw 
sugar affected this company? Does the 
stock appeal to you now, in relation to 
dividends and possibilities of enhancement 
in value?—E. M. T., Reno, Nevada, 


American Sugar Refining ranks 
as the nation’s dominant sugar 
refiner, and is an important 

(Please turn to page 382) 
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PLANNING our 
INVESTMENI FUTURE 


OU are probably well aware of the changing outlook for the different 
companies in which your capital is invested ... but what are you doing 
about it? 


If you merely worry about your securities without taking proper action you 
are following a policy which may prove very costly. 


How recently have you studied the financial statements of the companies 
in which your funds are committed? What did the latest earnings reports 
reveal to you? Have you ascertained the effects of higher taxes, price con- 
trols, priorities on each concern where your funds are placed? 


Perhaps your own experience confirms our conclusion that the average in- 
vestor has neither the time, facilities nor training to gather and interpret 
the statistics, current information and news to be considered in the suc- 
cessful management of his portfolio. 


If your invested capital is important to you, now is the time to plan a de- 
fense program—to set up safeguards for your principal; to assure a reliable, 
substantial income; to put your funds into issues which will stoutly resist 
market decline and share fully in new opportunities in 1943. 


As a first step in planning your investment future, we invite you to submit 
to us a list of your present holdings if they are worth $20,000 or more. 


Without Obligation, we shall prepare a confidential, preliminary analysis 
of your portfolio, commenting frankly on its possibilities for capital 
growth, its income factor and its diversification. Your least favorable issues 
will be specified with reasons for selling. Merely tell us your securities and 
objectives in as complete detail as you care to give. 


INVESTMENT MANAGEMENT SERVICE 
A division of THE MAGAZINE OF WALL StTREET—A background of thirty-five years of service. 


90 BROAD STREET NEW YORK, N. Y. 
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Schenley | 


SCHENLEY ROYAL RESERVE, 60% GRAIN NEUTRAL SPIRITS. BLENDED WHISKEY. 86 PROOF. SCHENLEY DISTILLERS CORPORATION, NEW YORK CITY 


Before Pearl Harbor! 


@ The finest grains of America’s fields have 
gone into the making of America’s best 
whiskey—Schenley Royal Reserve — 
blended with finest grain neutral spirits 
for perfect mildness. You can continue to 
enjoy this superb whiskey of peacetime 
quality during wartime, when it may no 
longer be produced. 


America 
Serves 


Peace and War 













After the Axis! 


@ Uncle Sam needs literally millions of gal- 
lons of war alcohol. Today, Schenley is 
on a war footing producing large quan- 
tities of this alcohol for the U. S. Govern- 
ment. Schenley’s distilling facilities 
have grown year by year until today they 
are vital in America’s world-wide fight 
for freedom. 


Schenley 
Serves 
America 
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CONCLUSIONS 


INDUSTRY—Treasury estimates that 1942 profits were nearly the 
same as in 1941. Commerce Department places decline in both 
profits and dividends for nine months at only 5%. 


TRADE—Eleven months’ exports up 56%: imports off 17%. Prompt 
action needed to avert threatened food shortage. 


COMMODITIES—Commodity markets moved irregularly in year- 


end trading; with closing prices generally lower. 


MONEY AND CREDIT—Non-banking sources took 60% of $12 


billion Victory Loan offering in December. 


Per capita business activity has risen a point and a half during 
the past fortnight under leadership of electric power output, carload- 
ings and lumber shipments. Armament production is expanding at 
an accelerated pace and by the middle of 1943 is expected to reach 
twice the combined output of all the Axis nations. Manufacturers’ 
shipments of durable goods during October were 26% ahead of 
a year earlier, and even nondurables were up 15%. 

* * * 

Commerce Department places income payments at $110 billion 
in 1942, and predicts $125 billion for 1943. A major part of the in- 
crease will come from price advances rather than expansion in output 
of goods and services. The National Industrial Conference Board 
estimates total employment, including the armed forces, at 59.5 


million in October—a new all time high, and 5.3 million greater than 


a year earlier. 
* * * 


Department store sales in the four weeks ended Dec. 19 were 
10%, above the like period a year earlier, compared with an increase 
of 11% for the year to date. Merchandise exports for |! months 
passed the $7 billion mark—56%/, above the like period a year earlier. 
Imports for consumption in |! months were off 17%. 

~~“ - 

Profits after taxes reported by 487 corporations with securities 
listed on the New York Stock Exchange were 11.3% lower in the 
first nine months of 1942 than for the like period of 1941. Com- 


{Please turn to the following page) 



































































































































































































e 
Business and Industry 
Latest Previous Prior 
Date Month Month ~ seal PRESENT POSITION AND OUTLOOK 
INDUSTRIAL PRODUCTION (a)..| Nov. 191 188 167 
(Continued from page 367) 
INDEX OF PRODUCTION AND 
—t- ly 123 122 113 merce Department places the decrease for all 
Net gg SE eager eaRE a. vid corporations at only 5%, while the Treasury 
Non-durable Goods Nov. 114 133 113 estimates that total corporate profits for all of 
Primary Distribution Nov. 139 140 118 1942 were virtually the same as in 1941. Profits 
Src alia eee eaeeponses a = ed = reported to the Stock Exchange account for 
ee ie = about 35% of the national total. Federal taxes ; 
WHOLESALE PRICES (h) ae 100.7 100.1 94.0 on 1942 corporate income amounted to $8 bil- ; 
aa si : : < i lion, or 53% of net before taxes. Secretary 
COST OF LIVING (d) Stimson says that renegotiation of War De- 
All items N partment contracts saved $1 billion in 1942. 
— 1065 tsa «gay | Dividends declared in November were 13%) | 
JE ee See eee sl si 90.8 90.8 89.2 less liberal than a year earlier, compared with 
RAMOPNDES estore soschcascssccrstouataspreseoisty Nov. 88.5 88.5 78.3 an |1-months' decline of only 5%. : 
BONNE RO AE o.csascessszssontessnssrere Nov. 90.5 90.5 90.0 F 
OI isn shinee Nov. 106.2 105.4 101.2 —* 
Purchasing Value of Dollar ........ Nov. 99.7 100.3 10.8 
Aggregate net indebtedness of government, 
NATIONAL INCOME (cm)t.......... Oct. $10,279 10,127 8,508 business concerns and individuals in the U, S.— 
excluding indebtedness of banks to depositors 
CASH FARM INCOMEt and of insurance companies to policy holders 
Farm Marketing ...ccccccccsssssseeee.. Sept. $1,707 1,412 1,286 | —was $185 billion at the end of 1941, an in-| F |_ 
Including Gov't Payments ............ Sept, 1,734 1,435 1,314 crease of 11% during the year. Of the grand E 
a a yr cori ai th a = a total, $65 billion was owed by Federal, State | [ 
Ratio Prices Aer se i Tatts : and local governments—a rise of 35% within 
OS RMT Nov. 108 109 % the year, compared with an increase of less than Ls 
1% in private indebtedness and slight decreases 
FACTORY EMPLOYMENT (f) for State and local governments. | |lo 
Durable Goods ................s.ss0ss000. Sept. 167.2 165.7 141.3 * * * ( 
Non-durable Goods .................... Sept. 123.8 125.2 123.8 (k 
Setting an initial goal of nine billions for to 
FACTORY PAYROLLS (f)............ Sept. 220.5 214.7 162.6 | Victory Loan subscriptions in December, the | | | — 
Treasury closed its books with total sales of more | | 
RETAIL TRADE than $12 billion of which 60% came from non- zs 
— ge — $f eeececcveccccccescocese a $5,310 4,888 4,711 banking sources and so was not inflationary. The : Nc 
cee mec kal pareieererenes a —_ ae oe cut of $500 million in Government spending for Iss 
ga eee hae gl) ee et Ist | non-war purposes planned for the 1943-4 fiscal | | [27 
Retail Prices (s) as of...........0cc008 Oct. 113.1 113.1 106.2 year will be widely hailed as a step in the right = 
direction even though the saving effected would : 
FOREIGN TRAD amount to only 5% on the total Federal budget. ‘ 
RADE 
Merchandise Exportst .......... me Oct. $768 $712 $647 ona ‘ 
Cumulative year's total} to........ Oct. ATR ccescnicses 3,901 : 
Merchandise Importsf ................ Oct. 223 199 292 13 
Cumulative Year's total} to........ Oct. i | 5 eeecrne 2,607 The muddle over inflation in Government 13 
circles might be humorous were the probable 3 
RAILROAD EARNINGS consequences less tragic. While one group of 3 
Total Operating Revenues”.......... Oct. $745,584 697,792 517,604 authorities condones wage advances and rising 2 
Total Operating Expenditures*....| Oct. $416,430 399,705 361,513 | Prices for farm staples other groups issue jit- F 
LS eae sossennnssseseeseenepseee Oct. $127,748 127,258 49,671 tery warnings against the logical outcome. Ad- 14 
oe cs Income*.... — 154,631 94,047 ministration economists put out widely varying 
sisi sass ail mamma amammmences ct. 85 57.28 69.84 estimates as to the probable size of the so-called 5 
“inflationary gap" next year, based upon hypo- . 
STEEL ee thetical savings, hypothetical prices and hypo- . 
oe oe seeeeeeee _ <a Pip — thetical taxes. The great fear is that savers will : 
Shipments, U. S. Steel in tons*._ Nov. 1,665 1,787 1,624 suddenly change their habits and go on a wild 2 
: : ; spending spree. It is a dubious assumption. We 
GENERAL suspect that none but foolish youngsters will buy : 
Paperboard, new orders (st)........... Oct. 515,660 444,131 595,634 <a goods than needed for self protection in 4 
Lumber Production} (bd, ft.)........ Oct. 2,764 2,805 3,075 | view of the many uncertainties that lie ahead. : 
Cigaret Production} .........cccccsessee.. Nov. 20,477 23,076 17,141 Meanwhile the Treasury calls for more taxes; but 
smerny 3 — Shpmavaee (bbe 2h 46,800 51,065 44,426 Congress refuses to impose adequate taxes upon . 
ortlan emen ipments s. ov. 14,627 20,345 13,724 . : * 7 
Commercial Failures (c)............00.. Oct. 673 556 809 EE NE Rn: ee a A N 
J 
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WEEKLY INDICATORS 





Date 


Week 


Latest. 





Previous 
Week 


Prior 
Year 








PRESENT POSITION AND OUTLOOK 





M. W. S. INDEX OF BUSINESS 





























ACTIVITY 1923-25—100............ ine — _— —_ 
ELECTRIC POWER OUTPUT 

K. W. H.f Dec. 19 3,975 3,937 3,495 
TRANSPORTATION 

Carloadings, total 00.00... Dec. 19 742,911 740,336 798,868 

COST A SNS ne ca Sette Eee Dec. 19 47,565 44,849 41,431 

COLO | er nS ae EE Ce Dec. 19 163,525 165,966 156,231 

OtOaE  RROGUCTS§ o55ci55iccussescecscaseieagsocos Dec. 19 41,496 36,937 43,170 

Manufacturing & Miscellaneous...... Dec. 19 358,898 355,581 365,651 

Lok | ROS)" CS ees eae Dec. 19 87,147 90,967 150,066 
STEEL PRICES 

Pig Iron $ per ton (m)............0.000.. Dec. 28 23.61 23.61 23.61 

Scrap $ per ton (M).....:..:..5....-0.s0:. Dec. 28 19.17 19.17 19.17 

Finished c per Ib. (m)..........0..0004 Dec. 28 2.305 2.305 2.305 
STEEL OPERATIONS 

% of Capacity week ended (m)... Dec. 24 99.0 99.5 97.0 
PETROLEUM 

Average Daily Production bbls*....| Dec. 26 3,880 3,891 4,080 

Crude Runs to Stills Avge. bbls.*..| Dec. 26 3,525 3,667 4,103 

Total Gasoline Stocks bbls.*.......... Dec. 26 80,228 79,131 92,806 

Fuel Oil Stocks bbls.*..................... Dec. 26 72,962 74,205 94,216 

Crude—Mid-Cont. $ per bbi........... Jan. 4 1.17 1.17 1.17 

Crude Pennsylvania $ per bbl......... Jan. 4 2.55 2.55 2.23 

Gasoline—Refinery $ per gal......... Jan. 4 9.092 0.117 0.85 
ENGINEERING CONSTRUC- 

TION 

WOMNIRO) LOND) cc25cfccrnctesnsesaccunes Dec. 31 $76,295 33,377 55,032 








It is scarcely surprising that Mr. Leon Hen- 
derson has resigned as head of the O. P. A. 
after conducting a valiant delaying action against 
forces of inflation over which he was denied 
control. While Congress and the W. L. B. were 
encouraging inflation of costs, Mr. Henderson 
was permitted to place ceilings only on prices. 
His successor can do no better unless given full 
and undivided authority over both costs and 
prices. When costs are permitted to rise faster 
than prices, the time arrives inevitably when 
profits turn into deficits, cash to carry on be- 
comes unobtainable, and business must stop. 
Already we have seen flour mills suspend oper- 
ations, and retail outlets—particularly for meats 
—closing under this squeeze policy. Distribution 
of foodstuffs is being disrupted, and we shall 
have want in this land of plenty unless sanity is 
soon restored in the administration of our com- 
plex economy. 

* * * 


Alarmed by the threat of malnutrition here, 
the W.P.B. has just assigned top priorities for pro- 
duction of farm machinery. It is none too cer- 
tain that implement makers can turn from war 
work soon enough to have equipment in farmers’ 
hands in time for the spring planting season; but 
there is a modicum of encouragement in know- 
ing that the emergency has been recognized. 





t— Millions. *—Thousands. 
(e)—Dept. of Agric., 


(bJ—U. S. B. L. S. 1926—100. 


1924-29—100. 


(ee) —Dept. 
(i) —Adjusted—1929-31—100. 


of Agric., 


(a)—Index Federal Reserve 1935-39—100. 
long term trend. (c)—Dun & Bradstreet. (cm)—Dept. of Commerce estimates of income paid out. (d)—Nat. Ind. Conf. Bd. 1923—100. 
(en)—Engineering News-Record. 
(m)—Iron Age. (n)—1926—100. (n. i. c. b.)—Nat. Ind. Conf. Bd. 


1909-14—100. 


(b)—Federal Reserve Bank of N. Y. 


100%—estimated 
(#)—1923-25—100. 


























1935-39—100. (p)—Polk estimates. (pc)—Per Cent of capacity. (pl)—Preliminary. (s)—Fairchild Index, Dec., 1930—100. (st)—short 
tons. 
THE MAGAZINE OF WALL STREET COMMON STOCK INDEX 

No. of 1942 Ind (Nov. 14, 1936, Cl—100) High Low Dec. 24 Dec. 31 
Issues (1925 Close—100) High Low Dec. 24 Dec. 31 100 HIGH PRICED STOCKS...... 53.35 43.20 52.68 52.87 

270 COMBINED AVERAGE ....... 55.3 41.4 53.8 54.5 100 LOW PRICED STOCKS......... 44.60 31.66 43.27 43.61 
3 Agricultural Implements ....... 105.4 72.7 104.9 105.4C 3 Liquor (1932 Cl—100) ....... 200.7 137.5 200.3 199.1 
9 Aircraft (1927 Cl—100).......172.6 123.8 130.6 131.8 8 Machinery ........0....... 838 67.9 828 82.6 
4 Air Lines (1934 Cl.—100)..... 383.1 178.4 383.1B 376.3 2 Wem Cheat eee chloe 63.1 45.2 62.6 62.5 
5 Amusements  .........:cs:cssseseeeee 43.1 27.0 42.9 415 4 Meat Packing ........ 46.0 29.5 33.1 34.9 
13 Automobile Accessories ....... 89.2 70.4 84.0 83.0 9 Metals, non-Ferrous ................ 131.7 100.0 103.5 106.8 
13 Automobiles .........ccccceseeeees Wt 7.1 9.8 9.7 3 Paper ........... 11.3 8.5 8.5¢ 9.0 
3 Baking (1926 Cl.—100) ....... 8.6 5.0 8.4 8.6A 21 Petroleum : . 86.9 59.8 86.8 86.9C 
3 Business Machines ................. 131.4 81.7 129.0 131.4C 16 Public Ufilities ....................... 23.7 13.7 22.5 23.2 
2 Bus Lines (1926 Cl—100)..... 64.6 38.2 55.3 54.9 3 Radio (1927 Cl.—100) ......... 12.1 5.9 11.7 12.1B 
SIN Seeiicistatctinusncaanion 156.3 1263 154.0 155.0 7 Railroad Equipment ............... 37.9 28.6 32.5 32.1 
14 Construction 23.5 16.4 23:3 23.3 NG ROINGACE 4 co. ccscksc Scots ccccectes 11.0 7.6 9.9 9.8 
SiGONTAINOLS, <.n.-scpesesccseaccsiatiecs 178.1 138.4 178.1A 177.1 ae RGN ote Pee on res 23 1.3 1.3 1.4 
8 Copper & Brass ............. 75.1 58.6 63.3 43.6 2 Shipbuilding ...... ; 112.0 80.0 81.5 83.4 
A Dany Products x:.c.5.2ss530.10--4555s 30.1 25.5 29.2 29.7 12 Steel & Iron ......... . 65.0 53.1 58.3 57.6 
6 Department Stores ................. 16.3 12.4 15.1 15.4 YRC) a ee eer 40.1 26.5 31.1 32.2 
6 Drugs & Toilet Articles......... 52.0 37.1 50.1 50.9 7ST | 1 ee ne 182.8 137.5 177.2 180.2 
2 Finance Companies . 169.0 99.5 165.1 162.7 3 Telephone & Telegraph ..... 68.8 30.6 65.9 67.0 
TP RDO ABRAMS. as <0xkdscnecacchr eee 86.2 60.6 86.2A 85.5 Yel COL. SR eo OS RRR 35.7 24.4 33.9 33.7 
2 Food Stores ........ 43.7 32.2 39.3 38.1 3 Tires & Rubber . 17.0 ra. 17.0C 16.8 
4 Furniture 35.0 23.7 34.1 35.0A 4 Tobacco ............ . 55.3 40.7 50.9 52.2 
2 Grol Minitigy s-.s-sescese0nsstscses.0e 631.7 315.4 614.5 610.3 Z. VARGUG STORES foo is soci cn sstiecrseses 187.2 147.7 174.7 182.4 
6 Investment Trusts ..............0. 23.4 13.8 22.9 22.7 19 Unclassified (1941 Cl—100) 130.4 90.8 129.9 127.2 
New HIGHS since: A—1I941; B—1940; C—1939. c—New LOW since 1939. 
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Commodity prices moved up to new 1942 highs in the 
last week of the year. The gradual and steady rise in agri- 
cultural prices, which for major farm products were reported 
on December 15 by the Agriculture Department to be the 
highest since October, 1920, has lifted the general wholesale 
price index of 30 basic commodities to a new all-time high of 
165.58 on December 29. Since that date the index has 
dipped only fractionally. The general trend, however, as to 
prices remains firm, and the demand for all commodities is 
active and steady. At the close of the markets last week 





Trend of Commodities 






some irregularity developed. Some uneasiness developed 
when wheat lost an early gain, carrying other grains down 
in sympathy. Despite the continued bullish tenor of the news 
pointing to higher prices under war-time influences, cotton 
encountered profit taking whenever the market showed a 
strong upward trend. Recent strength of hog prices, indica. 
tions that farmers are holding back swine for fattening, and 
estimates of another sharp increase in hog production in 
1943 has sharply stimulated corn buying. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
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O.P.A., effective January 4, to compensate the millers for rising 
wheat prices. The grain trade calculated that the increases were 
somewhat lower than had been anticipated. It is figured that the 
new ceilings reflect 89 per cent of wheat parity compared with 
a 90 per cent loan rate. It is feared in milling circles that 
further rises in wheat prices might result in a new deadlock in 
the flour trade, because the present ceilings have already been 
offset by recent wheat price advances. 


Coffee. Deliveries of coffee since December | are estimated 
by the New York Coffee and Sugar Exchange at 825,000 bags. 
In the comparable December period in 1941 they amounted to 
1,076,000 bags. Arrivals of coffee are increasing. So far this 
month, the arrivals have totaled 1,056,000 bags. They have 
nearly matched those during the corresponding period last year, 
when 1,072,000 bags were received at our ports. 


Wheat. The Commodity Credit Corporation reports that 
through December 19 it had completed loans on 371,620,365 
bushels of 1942 wheat in the amount of $419,914,091. The av- 
erage amount advanced was $1.13 per bushel. On the same 
date last year loans on 337,106,539 bushels had been com- 
pleted. The loan period ends on December 31, and no an- 
nouncement of any extension has been announced. The grain 





Dec. 30 Dec. 23 Dec. 30 Dec. 23 
28 Basic C dities 172.7 172.6 Domestic Agricultural .............. 195.6 195.5 
Import Commodities ................... 163.5 163.6 Foodstuffs 196.9 196.7 
Domestic Commodities .............. 178.9 178.6 RW ARGUSITIGE covicssccsenmeccsonssecee 156.4 156.3 
Commodity Briefs 
Flour. Price ceilings on flour have been raised by the trade figures that this expiration date will be the signal for 


increased farm marketings. 


Sugar. Sugar imports continue to gain. For the week ended 
December 19 they were estimated in the trade at 67,013 tons, 
compared with 53,144 tons the previous week. The total for the 
year is placed at 2,680,549 tons contrasted with 4,625,521 tons 
during the comparable period last year. Meltings of raws have 
reached a total of 2,859,588 tons, a decrease of 37.5 per cent 
from the level reached in 1941. Beet sugar deliveries, January 
1-November 30, inclusive have totalted 32,978,683 bags, against 
35,947,764 bags in the similar 1941 period, a decrease of 9.38 
per cent. 


Cocoa. Importers of cocoa have been informed by the 
W.P.B. that, under the license system established by that 
agency, their quotas for the first six months of 1943 will be 
exactly the same as their quotas for the second half of 1942. 
Present quotas are 60 per cent of actual deliveries last year. 
Processors are currently operating on that basis; they expected 
to be cut back to 50 per cent. The trade, however, expects 
imports to continue the improvement witnessed during the last 
few months. Arrivals of cocoa during December have totaled 
about 227,027 bags, and are running well ahead of the receipts 
during this month last year. For 1942 they have totaled only 
1,475,556 bags, against 4,855,981 a year ago. 
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Casualty—1,000 miles from the enemy 


LMOST as fatal as a bullet or a 
shell is the breakdown in the 
spirit of a sailor or a soldier. 


Our men have the finest spirit in 
the world. But it must be main- 
tained in the American way. 


They must not be made to feel 
that they are mere automatons, 
fighting machines, as the armed 
forces of the dictators have been 
made to feel. 

Life in our navy and army is 
hard. Discipline is tough. It must be. 
But there also must be moments 
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when the sailor or soldier is treated 
as Mr. Somebody-or-other. 


That’s where the USO comes in. 
For the USO is the banding together 
of six great agencies to serve one 
great purpose—to see that our boys 
in the camps and naval stations 
have a place to go, to turn to, a 
“home away from home.” 


The duties of the USO have more 
than doubled during the year. It 
must serve millions more men. Its 
field of operations has been enlarged 
to include many parts of the world. 


To carry on its important work, 
the USO must raise $32,000,000. It 
needs your contribution. No matter 
how small you make that contribu- 
tion, the USO needs it. And it needs 
it now. 


You are beset by requests for 
help on all sides. By all means, try 
to meet those requests. But among 
them, don’t neglect the USO. 


Send your contribution to your 
local USO committee, or to USO, 
National Headquarters, Empire 
State Building, New York, 


Give to the U S 0 














10 Market Leaders for 1943 





(Continued from page 344) 


with low of 1714, which was also 
the low of 1937. Thus “bottom 
resistance” is well defined. De- 
spite the recovery it has had to 
date, Simmons still ranks as a de- 
pressed “war casualty” with good 
peace-time prospects. Its 1940- 
1941 highs at 21%¢ and 24, re- 
spectively, were 32 and 50 per 
cent above the present price of 
16, and this price compares with 
highs of 8234 in 1939; 3514 in 
1938; 58 in 1937 and 48% in 
1936. We need hardly tell you 
that this company is the leading 
maker of bedding equipment, the 
Simmons trademark “Beautyrest” 
being nationally known. A large 
peace-time demand for its numer- 
ous products is now accumulating. 
As peace hopes strengthen, the 
price of Simmons common should 
do likewise. For the present, how- 
ever, it appears moderately vul- 
nerable to reaction and we there- 
fore advise that purchase be de- 
ferred. 


Socony-Vacuum Oil Company 


This is a low-price stock of 
high quality. Present price 
around 10 compares with 1942 
bear market low of 61%. Despite 
this recovery, the equity still 
classes as a depressed “war casu- 
alty” with favorable peace-time 
prospects. In 1937 the stock sold 
as high as 2314. It sold above 15 
in every one of the seven years 
1933-1939, and in four out of 
those seven years commanded 17 
or more. Book value is figured 
around $21 a share. Net for 1942 
is estimated at 80 to 90 cents a 
share, against $1.38 per share in 
1941. For the five years 1936- 
1940 net averaged $1.35 per 
share and lowest figure of that 
period was $1.10 in 1939. Against 
this background, and considering 
the solid quality of the company, 
10 looks to us like a depression 
price, though we know substantial 
recovery in market price cannot 
be a short-term matter. 

Domestic operations have been 
adversely affected by gasoline ra- 
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tioning, and foreign revenue has 
also been hit, as the company has 
a 50 per cent interest in Stand- 
ard-Vacuum Oil, which was the 
leading American factor in the 
Far East oil trade before our war 
with Japan. But if it were not 
for these adversities the stock 
would not now be available at 10. 
In fact—and in the popular fancy 
which makes market trends—the 
approaching end of the war will 
be bullish for Socony-Vacuum. 
We doubt it is worth while to wait 
for reaction in this stock and fa- 
vor current purchase for a goodly 
percentage profit before the end 
of 1943. 


United States Rubber 


This company will report the 
lowest 1942 earnings of all the 
major units in the rubber indus- 
try, probably a good bit less than 
$1 a share as compared with $4.86 
in 1941. But the reason is a non- 
recurring one: namely a write-off 
—understood to have been some 
$17,000,000—for loss of Far- 
East plantations. Without this 
factor, 1943 earnings probably 
will set a new record. 

The du Pont interests acquired 
working control of U. S. Rubber 
in 1928 and the notably able 
management has spent the inter- 
vening years building for the 
future. Physical properties and 
financial status have been enor- 
mously improved. Products have 
been further and further diversi- 
fied. Special emphasis on research 
activities holds great promise. 

We regard the longer term 
prospect of this company as high- 
ly favorable because of (1) large 
deferred demand for civilian rub- 
ber goods to be served after the 
war; (2) growth and diversifica- 
tion of the markets for new syn- 
thetics and other fruits of war- 
time technical development; (3) 
the stabilization of prices of nat- 
ural rubber and competitive syn- 
thetics, probably at a low level. 
We think this stock will react to 
a growing peace psychology in 
the market more emphatically 
than any other rubber issue. 

But because of its broad ad- 
vance from 1942 low of 135% to 
high of 2714, we think current 
price — which is close to the 


recovery high—is vulnerable to 
reaction large enough to be worth 
waiting for, and hence we do not 
advise current purchase. For ref- 
erence, however, note that present 
price around 26 is sharply lower 


than all highs attained in the five j 


years 1936-1940, when average 
earnings were lower than they will 
be for 1943 and lower also than 
probable post-war earnings. The 
1936-1940 highs, by consecutive 
years, were 493g; 7234; 
5234; 415%. 


Warner Bros. Pictures 


At current price near 8, which 
is nearly double _ the 


ulation in the motion picture 
industry. It may well prove 
to be another Paramount, the 
latter issue having advanced 
from 1940 low to 414 to recent 
recovery high of 1714. Indeed, 
under the able management of the 
Warner family — which holds 
large amounts of both the pre- 
ferred and common stocks—debt 
reduction, strengthening of fi- 
nances, raising the batting av- 
erage on “hit” pictures, and 
rehabilitation of earning power is 
proceeding at a faster rate than 
was the case with Paramount. 

For the year ended Aug. 31, 
the company reported net of 
$2.20 a share on the common 
against $1.36 the year before. At 
the same time, in one year, despite 
rise of $5 million in inventories, 
holdings of cash and Government 
securities increased nearly $5 mil- 
lion to a total of $12 million and 
funded debt was reduced from 
$57 million to $49 million or by 
$8 million. The company has back 
dividend arrears amounting to ap- 
proximately $33.68 per share on 
99,617 outstanding shares of 
$3.85 preferred stock. A plan for 
clearing this—probably not all in 
cash—is expected to be forthcom- 
ing soon, after which a modest 
dividend on the common is possi- 
ble. But with continued emphasis 
on debt reduction, the attraction 
of the stock is primarily that of 
appreciation potential rather than 
dividends. Since important reac- 
tion is unlikely, we advise current 
purchase. 
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MEETINGS 
Company Time 
WE SRE CIOS o-0 0's. si0/ece ciecarere 10:00 
Adams-Millis Corp. ......... 11:00 


Allegheny-Ludlum Steel Corp. 9:30 
Allied Chemical & Dye Corp.11:00 
American Can Co. ....5..55. 2:15 
Amn. & Foreign Power (pfd.) 
Amn. Machine & Foundry Co, 3:00 





American Radiator (pfd.)... 4:30 
American Rolling Mills ..... 10:00 
American Tel. & Tel. ....... 12:00 
American Tobacco .......... 4:15 
Anaconda Copper Mining Co. 12:00 
Atlantic Refining Co. ....... 10:00 
Atlas Powder Co. .......... 3:00 
Baldwin Loco. Works (pfd.) —— 
Barnsaall ‘Oil Coy. ...<sc cc. . 11:00 
Bayuk Cigars, Inc. .......... 10:00 
Bethlehem Steel Corp. ...... 3:00 
13-00 CL aaa 0 A 4:00 
Bristol Myers Co. 2.0.2... 10:30 


Burroughs Adding Machine... —— 








ae @ Caterpillar Tractor ......... 9:00 
which § Bilotie CODD s Nereis core cio, sesic 11:00 
1942 |) Chesapeake & Ohio Ry. ..... 2:30 
k the — Cluett Peabody & Co."....... 9:30 
: © Columbian Carbon Co. ...... 10:00 
| Spec- | Commercial Credit Co. ...... 2:00 
icture Ff, Congoleum-Nairn, Inc. ...... 2:30 
~ove | Consolidated Edison (N.Y.). 9:15 
prove F Continental Steel COED: sciees 10:00 
t, the f =e & Co. (pfd.) ......... 10:00 
oa aq ff Dela. Lack. & Western R.R.. —— 
vanced [ Diamond Match Co. ......... 10:30 
recent — duPont deNemours ......... 11:15 
ndeed, Senin INOOBIE (COs: 5. cise «s 11:30 
SPUALON MEP CO! oi. 6:. ccs aces: ae 
of the Fairbanks, Morse & Co. ..... 10:00 
holds f} General Cable Corp. (pfd.)... —— 
> -pre- f General’ Cigar Co. ..5 ccc. 4:00 
debt # General OOS: 3... ..<<60¢ «se 9:30 
—ade 8 General Motors ............. 4:00 
of fi- sae Railway Signal ..... 11:00 
,. | General Steel Castings (pfd.) —— 
& 4V" & Gillette Safeway Razor (bas 10:00 
, and eranpy CONG, ..6.6.6:<.scs\0-010-6:</4 -—- 
wer is | ~ ak Western Sugar ....... 10:00 
: § Hazel-Atlas Glass .......... 10:00 
> than F Heme (G. ait eee 11:00 
nt. Hercules Powder Co. ...... -- 10:00 
o, dl, } Industrial Rayon Co. ....... ——— 
“a f Funland ‘Steel Co. 2.5 sis<00e 2:00 
e OF & Ingersoll-Rand Co. ......... 11:00 
mmon f Internatl. Business Machine . 11:00 
| Internatl. Harvester (pfd.).. 2:00 
‘oa At Internatl. Harvester sold 2:00 
lespite International Nickel Co. .... 2:30 
tories, f Kennecott Copper Co. ...... 12:00 
Kroger Grocery & Baking... 10:00 
nment § tee Rubber & Tire Corp. .... —— 
5 mil- Liggett & Myers Tobacco... 12:00 
Macy (lu, oF.) 60 CO}. 60:06 asieis 10:00 
gree Magma Copper Co. ......... 2:00 
rom Ff Mathieson Alkali Co. ....... 9:30 
or by Monsanto Chemical ......... 2:30 
PRE PMALIONGL ACME: o...0:0.6000000. 
s back National Biscuit Co. ........ — 
to ap- | National Dairy Products .... 10:30 
are on Ff Norfolk & Western Railway. 10:45 
Owens-Illinois Glass ........ 
es of Menick <6 POL ssc cs cseveees 3:30 
an for Phillips Petroleum Co. ...... 11:00 
- all in } Purity Bakeries Co. ........ 11:00 
o Raybestos-Manhattan, Inc. .. 12:15 
ALCOM- F Remington-Rand, Inc. ...... 9:15 
nodest Ff Schenley Distillers (pfd.) ... 2:30 
possi- Socony-Vacuum OU Sec cuses 11:30 
2 Standard Oil of Calif. ..... . 11:00 
phasis f Texas Pacific Coal & Oil ..... — 
‘action ff limken Roller Bearing Co... 1:00 
hat of Union Pacific Railroad ..... 11:00 
. Wnion ‘Tank Car Co. ....0.0. — 
or than BU. S. Steel Corp. ........... 3:00 
- reac- — Van Raalte Co. .......... vos O15 
West Virginia Pulp & 10:00 
urrent PADCY PIG.) 0:0 00'e) s-s-0:c fee 
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Westvaco Chlorine Products. 3:30 
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"message of appreciation 
rom General Foods 


[— the vast quantities of food that are necessary to victory 
is a tremendous task. 

In accepting a share of that task, General Foods has faced new and 
critical wartime problems. . . problems of research, supply, packaging, 
and distribution. 

That we have partially solved some of these problems is due not to 
our own efforts alone—but, in nearly every case, to the help and co- 
operation of others. 

And so, as this first year of war ends, we want to say “Thank you’... 


..» To suppliers—the food growers and producers who have 
labored unceasingly to increase the nation’s vital stocks of food. 
.. To distributors and retailers — who have uncomplain- 
ingly accepted limited deliveries of some of our products. 

..- To the public—the men and women of America who have 
cheerfully accepted shortages and rationing. 

... To the Army and Navy—which have guided us in pack- 
ing part of the rations for America’s armed forces. 

... To the Government agencies — which are striving to 
make rationing and price-and-wage controls workable. 

... To the other members of the food industry—who have 
shared the common task in the spirit of generous co-operation. 
... To many vital services which help — transportation, 
warehousing, and communications. 

... To our stockholders—the owners of this enterprise, who 
support the company in its wartime program. 

. .. To our employes —who, to aid the war effort, are working 
harder than ever before. 

. .. To General Foods men in armed services—who have left 
us temporarily . . . whose service will be a constant inspiration 
to those of us who remain on the job at home. 


We are working together voluntarily and eagerly with many others in 
a common cause—supplying food for our soldiers and sailors and the 
far-greater armies of America’s civilians, and of our allies. 
Our appreciation is deep for all who freely aid in this mighty effort. 
We are especially thankful for the meaning of those words “volun- 
tarily and eagerly.” For they are part and parcel of Democracy at 
work—the goal for which we are fighting. 


General Foods 






Baker’s Chocolate and Grape-Nuts Flakes Minute Gelatin 

Confectionery Grape-Nuts Wheat-Meal Minute Tapioca 
Baker’s Cocoa Instant Postum Post’s 40% Bran Flakes 
Baker’s Coconut Jell-O Post’s Raisin Bran 
Baker’s Premium Chocolate} Jell-O Ice Cream Powder Post-Tens — 
Bluepoint Oysters Jell-O Puddings Post Toasties 

“ : Postum Cereal 
Calumet Baking Powder Kaffee Hag Coffee : 
Sanka Coffee 

Certo + D-Zerta La France + Satina Seafresh Fish 
Diamond Crystal Salt Log Cabin Syrup Sealshipt Oysters 
40-Fathom Fish Maxwell House Coffee Sure-Jeil 
Grape-Nuts Maxwell House Tea Swans Down Cake Flour 








BIRDS EYE FROSTED FOODS—meats—poultry—seafoods—fruits—vegetables 








BUY UNITED STATES WAR SAVINGS BONDS AND STAMPS 
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compared with $4.31 in the same 
period of 1941. Sharp drop was 
due primarily to a $9,000,000 in- 
crease in Federal taxes, in the 
first six months. All of the com- 
pany’s European investments are 
in France, and their value at the 
present time is uncertain. Finan- 
cial position is good. During 
1943, dividend payments are ex- 
pected to continue, although at a 
more conservative rate, than in 
1941. Among equities issues of 
the rubber goods classification, 
the common stock has interesting 
speculative aspects, and we there- 
fore advise retention. 





For Profit and Income 





(Continued from page 361) 


Government will buy this year 
and how much it will pay for 
it; they don’t like hints that 
the Government would like to en- 
courage crop diversification in 
Cuba, and fear that there may be 
a big surplus of sugar after the 
war instead of a great shortage 
as there was 25 years ago... . 
There is much confusion regard- 
ing the relative merits of the ma- 
chine tool shares, with a feeling 
expressed that some of them are 
very attractive here and that oth- 
ers are still overvalued because 
of post-war threats to the indus- 
try; some of the issues which are 
liked are Butiarp, Brown & 
Suarp and Ex-Cett-O. ... The 
rally in the common stock on the 
proposed dissolution of Unrrep 
Gas ImprRovEMENT shows once 
more that the market disagrees 
with a well-known principle of 
mathematics and firmly believes 
that in dealing with public utility 
holding companies, at least, “the 
parts are worth more than the 
whole.” . . . There are many un- 
certainties in the outlook for the 
shipping companies, but it is dif- 
ficult to see how American Ex- 
port Lines can fail to come out 
of this war a much stronger com- 
pany; the stock at around 2214, 
paying $2.00 per annum, has a 
good deal to commend it to those 
who are willing to assume a risk 
on faith, as it might prove to be 
an outstanding issue in the early 
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post-war years... . Paramount 
Pictures made excellent progress 
again last year in reducing debt 
and increasing earnings; profits 
in 1942 should have exceeded 
$3.25 against a current price of 
around 17; Paramount looks 
cheaper than Loew’s to some in- 
vestors; and Paramount rapidly 
is becoming just as good a com- 
pany, it is thought. 





Today's Investment Outlook 
For Chemical Stocks 





(Continued from page 350) 


the dividends on 10,000,000 com- 
mon shares of General Motors 
Corp. duPont also owns 60% of 
the common and 99% of the pre- 
ferred shares of Remington Arms 
Co., Inc. Chief manufacturing 
divisions in order of 1941 sales 
are rayon; organic chemicals; 
fabrics and finishes; military 
and sporting explosives; inorgan- 
ic chemicals; cellophane; am- 
monia; R. & H. Chemicals de- 
partment; plastics; and Krebs 
pigments. Further war-time rev- 
enues are being supplied by oper- 
ation of Government-owned pow- 
der plants and a synthetic rubber 
plant. Post-war prospects of this 
great organization are propitious. 
Price reductions have permitted 
widening of markets, while con- 
tinuing progress in numerous 
fields, notably synthetic fibres, 
plastics and organic chemicals, 
also provides interesting peace 
time earnings possibilities. The 
company management normally 
pursues an unusually liberal divi- 
dend policy. Payments have been 
maintained annually on the com- 
mon shares for the past thirty- 
nine years. 

War-time operations of Free- 
port Sulphur Co. are being stimu- 
lated not only by the large de- 
mand for sulphur, in which field 
the company holds second rank, 
but also by expanding sales of 
manganese, which have become of 
increasing importance to com- 
pany revenues in recent years. 
Sulphur is obtained from leased 
deposits in Texas and Louisiana. 
Freeport owns a 90% interest in 
the Cuban-American Manganese 





Corp., which operates extensive 
deposits of manganese ore near 
Santiago, Cuba. Possibility of 
higher sulphur production taxes 
by Texas and Louisiana (con- 
tinuing the trend of the past dec- 


ade) constitutes a threat to profit [ 


margins in future years, although 
the manganese division and other 
mining ventures contribute toward 
providing the common stock with 
hopeful long-time speculative pos- 
sibilities. 


Sales of Hercules Powder Co. } 


will hold at high levels during the 
war, while further important rev- 
enue is in prospect from operation 
of Government-owned smokeless 
powder plants. The company has 


succeeded in developing the in- f 


dustrial chemical phases of its 


activities to a point where such 


sales normally provide the larger 


portion of the total. Chief peace 
time outlets are the mining, con- [ 
struction, quarrying, paints and f 
varnish, and textile industries. f 


These consumers, considered in 
connection with anticipated fur- 


ther progress in the development f 


of industrial chemicals, afford the 
company excellent peace 
earnings prospects. Hercules has 
paid some dividend on the com- 
mon shares in every year begin- 
ning with 1913. 


Products of Mathieson Alkali 


Works, Inc., are sold chiefly to the 


glass, rayon, soap, textile and f 


paper trades, while sales are also 
made to laundries, hospitals and 
municipalities. The company will 
also operate Government-owned 
magnesium, chlorine and ammonia 
plants. Return of peace should 
witness improving demand in 
chlorine and the newer specialties 
developed by the company. How- 
ever, large potential trade sur- 
pluses of caustic soda, the com- 
pany’s principal product, may 
result in unsettled price structure 
for this item with adverse effects 
upon profit margins in future 
years. Finances are strong, and 
no interruption of the 17-year 
record of continuous annual divi- 
dends is indicated. 

Monsanto Chemical Co. pro- 
duces over 300 chemicals. These, 
in order of sales importance, are 
industrial chemicals; plastics, 
plasticizers and solvents; phos- 
phoric acid and phosphates; fine 
chemicals (such as pharmaceutic- 
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als and flavors); rubber chem- 
icals, and miscellaneous. Long- 
term prospects should be aided by 
constant development of new 
products and the widening mar- 
kets for many established lines. 
Processing costs are closely con- 
trolled. Earnings record is good 
and financial position is strong. 
Some dividends have been paid 
annually on the common stock for 
the past eighteen years. 

Texas Gulf Sulphur Co. is the 
world’s largest producer of sul- 
phur, accounting for about 70% 
of United States output. Mu§li- 
tary and industrial demand for 
sulphur will hold operations at 
high rates for the duration, while 
in the peace years marketing to 
the chemical, fertilizer, oil, steel, 
rubber, textile, metallurgical and 
other industries should sustain 
sales volume. Prospective higher 
Texas state taxes on sulphur pro- 
duction may affect profit margins 
in future years. The company 
enjoys an unusually strong fin- 
ancial position, and dividends 
have been paid on the capital 
stock annually for the past twen- 
ty-two years. 

Products of Union Carbide & 
Carbon Corp., second ranking 
chemical organization, are widely 
utilized throughout industry, with 
the railroads, steels and metal 
working trades, being among the 
principal consumers. Operations 
may be grouped in four main di- 
visions: alloys and metals; calci- 
um carbide and gases; electrodes, 
carbons and batteries; and syn- 
thetic organic chemicals. The 
company is one of the larger fac- 
tors in production of plastics, 
some of these being Vinyon syn- 
thetic fibre, Vinylite molding pow- 
der, transparent sheets, Halowax 
resins, and the various Bakelite 
lines. The wide range of the fields 
covered by this company, as well 
as constant development of new 
lines, affords this concern unusual- 
ly encouraging long-term growth 
potentialities. Dividends have been 
annually on the capital stock for 
the past twenty-five years. 


United Carbon Co. is the larg- 
est American producer of carbon 
black, used in manufacture of 
automobile tires and printing ink, 
as well as paints, stove polish, etc. 
The company is also an important 
producer of natural gas and 
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Some good news about Tin \ 


we think you should know — 





T’S NO SECRET that the Japs are 
I camped on 80% of the world’s tin 
supply and that America is facing a 
critical tin shortage. 


You have been asked to salvage every 
single tin can you use—to save every 
possible ounce of this vital war material. 
But, today, there is good news about the 
tin you salvage—and we believe you 
should know that news. 


This is it: A new electrical process 
makes the tin used in tin cans go 3 
times farther now than it did before. 


Tin plate was formerly made by dip- 
ping thin steel sheets in molten tin. It 
produced a satisfactory coating, but 
used more tin than was really necessary. 


American engineers devised a new 
method—electroplating the steel with 
pure tin—and the result was a coating 
that required only one third as much tin. 


But the new tin plate had disadvan- 
tages. It was porous and did not provide 
complete protection against the acids in 
certain kinds of food. 























ag 


Then Westinghouse stepped in. 


Our research men and engineers, in 
co-operation with engineers of the steel 
industry, found a way of using radio 
waves to heat the dull, imperfect surface 
so that the tin fused almost instantly 
into a smooth protective coating. 


And the process is fast. A single 
machine can turn out enough tin 
plate in 18 minutes to cover an area 
the size of a football field! 


This new device is a typical example 
of electronics at work—a result of West- 
inghouse electrical research and “‘know- 
how’. Already it is being installed in 
mills that turn out tin plate for a third 
of all the nation’s food cans. 


Naturally, this does not mean that 
there is less need for you to salvage your 
old tin cans. On the contrary—more than 
ever, tin is needed to protect the food 
supplied to our fighting men all over 
the world. 


Westinghouse Electric and Manufac- 
turing Company, Pittsburgh, Pa. 


Westinghouse © 


PLANTS IN 25 CITIES — OFFICES EVERYWHERE 
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casinghead gasoline. Producing 
gas wells have an estimated life of 
at least 15 years. While carbon 
black has accounted for about 
one-half of total dollar sales, 
natural gas is assuming increas- 
ing importance and will soon be 
the largest revenue producing di- 
vision, it is indicated. This fac- 
tor, coupled with the sanguine 
outlook for carbon black in con- 
nection with synthetic rubber 
development, provide optimistic 
post-war prospects. 





Stockholders’ Forum 





(Continued from page 359) 


hog slaughtered. On November 
2nd, the OPA issued revised price 
regulations on pork which have 
improved the situation. 

Beef ceiling prices were very 
complex—the OPA beef regula- 
tions covered 80 typewritten 
pages. The imposition of ceiling 
prices almost immediately result- 
ed in losses in the domestic meat 
business. At times these deficits 
were quite severe but toward the 
end of the year there was some 
improvement with the new uni- 
form zone ceilings. 

For the year ended October 31, 
1942 the company earned $1.89 
a share as compared with $1.95 a 
share in the previous fiscal year. 
Despite obstacles the company 
should continue to operate on a 
profitable basis. Nevertheless 
there seems little prospect of any 
immediate income improvement 
on which to base market better- 
ment. 

The consolidated earnings for 
the year just ended, after divi- 
dends, brought about an increase 
of $9.3 millions in the company’s 
consolidated surplus account. 
This amount was reinvested in 
expanded inventories and receiv- 
ables due to higher price levels. 
However, this amount was not 
nearly sufficient to meet Armour’s 
need for working capital and the 
company had to go to the banks 
during the year and add to its 
borrowing. At the season of peak 
inventory, borrowings amounted 
to over $88 millions although they 
were decreased by a liquidation of 
inventories and were down to 
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$50.7 millions by the close of the 
fiscal year. Because of the need 
for cash the company had to omit 
dividend action on the $6 prior 
preferred so there are now arrears 
which amounted to $21 a share as 
of July Ist. These would all have 
to be paid before the common re- 
ceived anything so dividend pros- 
pects are remote indeed for equity 
holders. 

The company’s relations with its 
employes have been good. They 
have cooperated with management 
in handling a record volume of 
production and filling huge gov- 
ernment orders efficiently. How- 
ever, wage costs are advancing. 
For example, on December 9th 
the War Labor Board panel rec- 
ommended wage increase of 514 
cents an hour for the company’s 
production and maintenance 
workers retroactive to June 1, 
1942. 

Effective January 1st Armour’s 
sales to civilians are limited to 
70% of 1941 volume of beef, veal 
and pork, and 75% of 1941 vol- 
ume of lamb and mutton. How- 
ever, this loss of civilian business 
will be offset by orders from the 
army, navy and the Agricultural 
Marketing Administration which 
buys for Lend-Lease. 

Conclusion: In view of the fact 
that Armourcommon pays nothing, 
that its income is likely to decline 
further with higher taxes and 
costs, that it will continue to be 
closely bound up with government 
regulations—we feel that the 
stock is not a strong speculation 
and feel that funds could prof- 
itably be transferred to low priced 
issues which are recommended 
from time to time in the pages of 
THe Macazine oF WALL STREET. 


Postal Telegraph, Inc., Preferred 


Some holders of Postal Tele- 
graph, preferred, have been upset 
by recent events. U. S. Govern- 
ment officials have expressed the 
belief that the merger between 
Western Union and Postal is a long 
way off. Despite the fact that The 
House Interstate Commerce Com- 
mission approved a bill on No- 
vember 25th to permit this con- 
solidation, Congressional consid- 
eration was postponed—to be taken 
up by the new Congress. The rise 


in the price of the stock to 21 in 
1942, compared with a low of 914 
for 1942 and a low of 41% for 
1941, was based on demand for 
the issue by investors who sought | 
to participate in the benefits of J 
the merger. Now holders are won- 
dering whether to sell or await 
Congressional passage of the bill, 
which they hope will be within one 
month. 

The losses being incurred by § 
the company are another source 
of concern. In 1941 a deficit of 
$11.83 was reported on the pre- | 
ferred compared with a loss of | 
$10.87 in 1940. For the first ten 7 
months of 1942 the company has [/ 
just reported a loss of $3,604,548 fF 
compared with loss of $2,343,025 ff 
in the same months of prior year. [ 
Postal seems to be losing money f 
at the rate of about $350,000 a | 
month—a loss which has_ been 
financed by the RFC on loans 
which on December 19th were an- 
nounced as over $8.6 millions. 
Merger would be helpful in ef- 
fecting economies. For instance, 
study of the problem showed that 
Postal has approximately 86,000 
miles of lines paralleling those of 
Western Union. Sharp competi- 
tive rates would be eliminated by 
the consolidation although com- 
petition with air mail and lower 
long-distance telephone rates 
would continue, as it would from 
Bell System teletypewriters. Labor 
savings would not be as important 
as appears on the surface since 
strong provisions for protection 
of labor would be enforced. Some 
elements of labor are fighting the 
merger now for greater protec- 
tion. 

An element of uncertainty lies 
in the restrictions being placed 
upon telegrams. The War Com- 
munications Board placed limita- 
tions on all non-essential messages 
and these are likely to become 
more and more stringent. It is 


not highly significant now in view 


of the pressure of essential war 
and defense communications. 
Dividend payments on the pre- 
ferred stock are out of the ques- 
tion. Finances are adequate but 
not impressively strong. 
Conclusion: In view of the rise 
already witnessed in the stock we 
believe that current quotations of 
1814 are ample to warrant liqui- 
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dation. Most of the benefit from 
consolidation with Western Union 
seems already discounted. Gov- 
ernment officials may be correct 
in their pessimism concerning 
near term merger, although there 
could be a government enforced 
physical unification under the 
President’s war powers. Your 
funds could work more produc- 
tively for you in issues recom- 
mended in THE MacazIne oF 
Watt STREET. 





Which Industries Offer Best 
Prospects for 1943? 





(Continued from page 332) 


panies like Amerada and Stand- 
ard Oil of Indiana are close to the 
year’s tops. Low-priced issues 
such as Pure Oil, Ohio and Con- 
solidated are also popular. Of 
course the industry is cutting into 
its supplies above and_ below 
ground to meet Government de- 
”? opera- 


_ tions have slowed up, which helps 


eliminate the post-war threat of 
competitive price-cutting—a bane 
of the industry in the past. While 
some of the oils seem rather gen- 
erously priced on earnings, lower 


| priced issues should have further 
appreciation possibilities. 


Paper stocks, which were pop- 
ular in 1941, turned wobbly in 
1942. In the other war the price 
of newsprint skyrocketed, but in 
this war there has been only a 
modest increase to $50—there is 
talk of another small increase in 
the near future. The Government 
campaign to save waste paper re- 
sulted in a glut of waste stocks. 
International Paper dropped from 
15°4 to 7%, and shows little abil- 
ity to “come back,” though with 
preferred arrears paid off and esti- 
mated earnings of $2.50 (compared 
with $6.37 in 1941 and $6.07 in 
1940) the stock seems reasonably 
priced. There are plenty of other 
paper stocks selling around five 
times earnings. While the indus- 
try cannot be classed as a war 
group, investors fear the usual 
post-war depression—brought on 
in the past by over-expansion. 
This time little or no expansion 
seems to have occurred, and the 
market may get over some of its 
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PURE OIL REPORTING: 








Entering its second year of war, The Pure Oil 
Company brings you these progress-notes con- 
cerning its first. 








The Pure Oil product list is pep- 
pered with new names today — 
names, every one, that stand for 
products vital to this nation’s 
victory. 


Resources formerly devoted to 
the production of over 300 products 
for peacetime motoring and indus- 
try, have been converted to pro- 
duce such things as these: 


Toluene, for bombs and explosives 
... aviation alkylate and codimer, 
for high octane aviation gasoline... 
di-isobutylene, which may be used 
as a component of aviation gasoline 
or of Butyl rubber ... butylene, for 
conversion to butadiene used in the 
manufacture of Buna-S rubber. . 
commercial solvents, polymers, 


BE SURE 


and aviation lubricating oils and 
waxes. 

Gasoline and lubricants for the 
armed forces, heavy fuel oils for 
steel mills and ships, cutting oils 


‘ and lubricants for America’s war 


industries—these too are weapons, 
produced abundantly at Pure Oil’s 
refineries throughout 1942. 


Quick conversions for new pro- 
duction, stepped-up speed through- 
out our schedules, research effort 
keeping at it ’round the clock, these 
42 offensives have taught us much 
—lessons that hold promise for the 
year ahead of still greater strides 
in the production of these mate- 
rials of victory. 
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fears in 1943. For those who like 
to “buy them at the bottom” the 
papers seem a promising specula- 
tive group (a few “specialties” 
like Scott and Sutherland are still 
selling near their best levels). 
Rail equipment issues with the 
exception of Pullman have proved 
rather disappointing despite the 
fact that they are busier than 
ever before in their history. An 
issue like Westinghouse Air 
Brake with its unbroken dividend 
record since 1875 should have 
possibilities at the current price 
around 1514—this stock has sold 


substantially higher in every year 
for at least two decades. But drab 
post-war prospects will restrain 
this group. 

Railroad stocks doubtless pre- 
sent a puzzling picture to many 
investors. Large profits have been 
made in 1941-2 in many default- 
ed rail bonds, but the common 
stocks of the borderline roads re- 
fuse to follow suit. Even the 
champion dividend-payer of them 
all — Pennsylvania Railroad, 
which in 1948 will probably com- 
plete a century of unbroken divi- 
dend payments—is selling at a 
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THE CHASE 
NATIONAL BANK 


OF THE CITY OF NEW YORK 
Statement of Condition, December 31, 1942 











RESOURCES 
Caso AnD DuE From Banks . . . .. . $1,132,552,794.75 
U. S. GovERNMENT OBLIGATIONS, DIRECT 

AND FULLY GUARANTEED. . . . « « 2,327,747,894.50 
StaTE AND Municipal SECURITIES. . . 87,659,461.60 
Stock oF FEDERAL RESERVE BANK. . . 6,016,200.00 
Graea:Securmies: . . .. .. * 164,153,071.12 
Loans, Discounts AND BANKERS’ 

ACCEPTANCES, 4.  . «ss « s « WBEOS6R4305 
MANKINGTAOUSES . 6 6 « 6 ts se 36,712,172.54 
Ormer Reat Estate... 2 6 2s 6,300,887.68 
MIGRIGAGES): “Gs 5 ew es e's oe 7,721, 423352 
Customers’ AccEPTANCE LIABILITY. . . 3,775,268.58 
MOTHERWAGBRTIS G60 6G OS ee ws 10,800,333.43 

$4,569,496,050.77 
LIABILITIES 
Capitat Funps: 

Capita Stock . . . $100,270,000.00 

SurpLus . . . . .  100,270,000.00 

UnpiviveD Prorits . 45,049,412.80 

$ 245,589,412.80 
DivipEenp PayaB_e Fesruary 1, 1943. 5,180,000.00 
RESERVE FOR CONTINGENCIES ... . 11,810,380.27 
RESERVE FOR TAXES, INTEREST, ETC. . . 3,681,901.24 
Deposits. . . . . « « 4,291,466,886.03 


AccEPTANCcES OuTsTANDING $7,107,370.38 
Less AMOUNTIN PorTFro_tio 2,989,534.46 4,117,835.92 


LiaBiLity As ENDORSER ON ACCEPTANCES 
AND FOREIGN BILIS ... 4... « « « 340,860.29 


Omen UyApiITIES. «4: 6.6 4s sss 7,308,774.22 
$4,569 ,496,050.77 











United States Government and other securities carried at 
$1,020,672,767.50 are pledged to secure U. S. Government War 
Loan Deposits of $848,123,236.90 and other public funds and trust 
deposits, and for other purposes as required or permitted by law. 


Member Federal Deposit Insurance Corporation 








comparatively low level. Many 
rail stocks—Illinois Central and 
Kansas City Southern for ex- 
ample—can be bought at less 
than one times earnings. Atchi- 
son, despite its rise, is at only 
about two times earnings. Insur- 


date their huge rail bond hold- 
ings, and investors fear that air- 
planes will take away much rail- 
road traffic after the war, but 
these fears seem exaggerated. By 
all past standards rail stocks are 
exceedingly cheap, but discrim- 
ination should be exercised in 
buying them, and roads like B. & 
O. with heavy early maturities 
should be avoided. 

Retail trade stocks have shown 
surprising market popularity at 


profit margins, etc. The Christ- 
mas season is frequently the peak 


this group. Except for a few 
issues such as Allied Stores and 
Associated Dry Goods which seem 
particularly cheap on earnings, 
some care should be exercised in 
buying these issues at current 
levels, for appreciation prospects 
in 1943. 

Shipping and shipbuilding 
stocks are naturally “war babies” 


proved unpopular in recent 
months. American Hawaiian ap- 
pears to have investment quality, 
and American Export—selling at 
less than one times last year’s 
earnings—appears to have specu- 
lative possibilities. 

Soap and vegetable oil stocks 
don’t seem particularly interest- 
ing, due to shortage of raw mate- 





rials. 
Steel stocks are a disappointing 
group marketwise — apparently 


the majority regard them as war 
stocks. The industry has suffered 
from narrowing profit margins 
for many years and until this sit- 
uation is cured, many issues lack 
speculative appeal. The industry 

















tried to avoid over-expansion, but 





war demands have necessitated a 











Do Your Part— 


BUY WAR BONDS NOW! 


big construction program which 
leaves the post-war prospect 
somewhat dubious. While Big 
Steel remains a traditional mar- 
ket leader it has lagged consider- 
ably behind the industrial av- 
erages. 
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a time when they are beginning to [ 
run out of heavy merchandise, en- | 
counter labor troubles, narrow 
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and with some exceptions have 
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Many 
1 and Sugar stocks rose with other 
r ex- Mwar issues in 1939 but interest 
t less Msoon waned. Without interim re- 
A tchi- ports, it is difficult to appraise 
only § the outlook for the industry until 
[nsur- [§ 1942 figures are available in the 
liqui- near future. Some low priced 
hold- Bf issues, selling at one or two times | ——= a : 
1t air- Mearnings, such as Godchaux and » ONE OF THE AMAZING WAR PRODUCTS OF NATIONAL GYPSUM COMPANY 
1 rail- Francisco, seem to have specula- i 
, but ff tive merit. 
d. By Textile stocks will be especially 
ks are | hit by material shortages in 1943, 
scrim- |) though rayon companies may con- 
ed in tinue to do well. 
> B. & § Rubber stocks have acted very 
urities [well marketwise considering the 
selective decline in earnings, the 





a The Airport that 
“Travels by Truck! 





























How long does it take to build a landing field? |—— Moking these “mats” is the wartime job of these 
shown ‘ shortage of rubber and the delays | Months? Weeks? Guess again! A serviceable emer- —| big presses in one of National Gypsum’s 21 plants. 
. . ° ° 4 gency landing field can be laid down with these ‘>| Formerly they turned out metal lath for apartments, 
ity at F in producing the synthetic prod- sturdy, interlocking steel “mats” in 6 hours! a office buildings and fine homes. 








ing to f uct. While this group is of course 


a 















se, en- | foremost among the peace stocks, 
arrow | it appears likely to “coast along” 
Yhrist- [| during 1943, but is attractive on 
2 peak f substantial reactions. ee 
. As. 
ise for | Tobacco stocks have lost much = oe. 
a few fof their investment standing in eo 
, . Carried compactly in trucks, often laid un- 
s and f recent years _and now sell _at dav ea ea ae een aa 
h seem f reasonable price-earnings ratios. “mots” make landing fields possible right un- a 
5 age Ca oa =a. der the nose of the enemy. They're another my 
nings, | Some revival of investor interest __-| one of the tools thot will help us win the war. : 
sed infin this group might occur in | ~ EL 





urrent f 1943, for most of the companies 
spects f still remain in strong financial 
position, and decreased advertis- 
iIding | ng expenses might help to offset 
abies” — rising costs. 
- have Utilities include a number of 
ecent p sub-groups, but in general the 
in ap- f key to market action lies in one 








Supplying war materials and construction materials 
for the armed forces, is our real job today. But your 

















. In peace-time this potented Gold Bond nail with lumber or building material dealer still has Gold Bond 
uality, word—taxes. The industry seems steel mesh collar is dramatic asa steel landing field. plaster, lath, insulation, wallboard, wall paints and 
ing at f to have been more heavily taxed wie tah ae ates Wad On Veet es ee ma 

year’s f (in relation to normal net earn- 
specu- ings) than any other industry. AFTER VICTORY, building will be one of the first industries to regain its stride. 
Morgenthau’s proposal for a And National Gypsum will be ready! Most war materials we ship are made on 
stocks | 95% normal tax horrified stock- the same machines as peacetime products. And almost overnight, we can shift 
terest- | holders last March, but prices back 100% to normal building materials. National Gypsum Co., Buffalo, N. Y. 
-mate- | came back when the final tax bill |_| 
proved relatively acceptable, witha PEACETIME GOLD SOND PRODUCTS INCLUDE WALL BOARD, LATH, PLASTER, LIME, METAL PRODUCTS, ROCK WOOL, SOUND 1 


CONTROL, PAINT, INSULATION SOARD,. MANY ARE AVAILASLE TODAY FROM YOUR LUMBER OR BUILDING MATERIAL DEALER. 


inting | Special concession exempting pre- 
rently | ferred dividend payments from 
as war | the surtax. Earlier SEC moves to 























iffered | penalize holding companies—in an KINGS COUNTY TRUST COMPANY 
argins effort to force them into conform- Borough of BROOKLYN 342, 344 and 346 FULTON STREET 
eg = + . ‘“ 39 Statement at the close of business December 31, 1942 
his sit- | Ity with the “death sentence CAPITAL....$500,000.00 | SURPLUS....86,500,000.00 | UNDIVIDED PROFITS....$390,000.00 
d RESOURCES LIABILITIES 
es lack | Program —- proved harmful to oe on le te $4.673,919.64 Capital 22.62 «oncae ..« $500,000.00 
‘ — Pei en ces 21,852,193.8 
dustry f Many of these companies’ secur ar Gioveramase Wend... SRPRONE SE BOINE oie ceeseecenee ee CH 
yn. but § tties, but the more recent trend N. Y. State and City Bonds.... 7,046,829.50 Undivided Profits .............. 390,165.13 
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market prices and estimated liqui- 
dating values has narrowed. A 
continued search for these bar- 
gains seems likely in 1943, while 
the operating company stocks 
may show some further apprecia- 
tion based on the post-war possi- 
bilities for lightened tax burdens. 
At present it seems to be the con- 
sensus of opinion that corpora- 
tion taxes will not be increased in 
1943; however, if this proves 
wrong utilities will again be vul- 
nerable. A sub-group in the in- 
dustry, the tractions, have in 
some cases advanced sensationally 
due to gas rationing; and inter- 
est in securities like Third Avenue 
Adjustment bonds may well carry 
over into 1943. 





Changing Economic Status 
of the Far East 





(Continued from page 341) 


ent upon foreign trade for its liv- 
ing as probably no other such 
group of people. The other half, 
the farmers, have remained prac- 
tically untouched by the western- 
ization of the country. Since their 
methods are primitive and their 
productivity low, they are able to 
absorb only a relatively small part 
of the industrial output of the 
country. 

Hence the country is perhaps 
dependent altogether too much 
upon foreign trade. This depend- 
ence was increased further during 
the last decade when Japan pro- 
ceeded to develop heavy industries 
even though sparce domestic nat- 
ural resources were available to 
support it. But the development 
of heavy industries was a part of 
a broader plan—that of military 
expansion—and like the Germans 
intended to concentrate all the 
capital industries of the Conti- 
nent within the old Reich’s terri- 
tory to have a monopoly of arms 
production, so did the Japanese 
evidently plan to facilitate their 
control over Eastern Asia by con- 
centrating capital goods indus- 
tries either in Japan Proper or 
Manchukuo. 

The two tasks that face the 
post-war Japan are consequently 
that of modernizing her agricul- 
ture (a land tenancy reform will 
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be necessary as in China) in order 
to raise the standard of living of 
rural areas and thus create a 
larger internal market for indus- 
trial products; and that of read- 
justment of industrial structure 
which has become over-extended 
in recent years in regard to the 
needs of neighboring markets. All 
this Japan will have to do alone 
and only a complete defeat, a de- 
feat that discredits the pre-war 
leadership of the military feudal 
class, will make her go through 
with it. 

On the other hand, to assure a 
certain standard of livelihood to 
the Japanese people, Japan must 
have also the opportunity to buy 
raw materials, and to resell the 
finished products. Hence the peace 
treaties must have some provision 
guaranteeing this. Otherwise, the 
Japanese are quite justified in 
fighting back. This would mean 
that, above all, that Japan should 
have a freer access to neighboring 
markets in the Philippines, the 
Dutch East Indies, British Ma- 
laya and Indo-China. Industrial- 
ization is likely to progress slowly 
in these countries. Similarly 
Japan should participate in the 
reconstruction of China on the 
equal terms with other powers. 
Such participation should ease 
the post-war reconstruction in 
Japan proper. 

There remains to be covered 
Southeastern Asia proper, an 
area about half as large as the 
Unted States with some 150,000,- 
000 people. In it are included 
such countries as Thailand, which 
was independent before the war, 
the Philippine Islands, which 
were on the verge of obtaining 
their independence, Burma, 
which had a large measure of 
autonomy within the British Em- 
pire, Indo-China, where national- 
ism and the agitation for self- 
government was rapidly gaining 
strength and, finally, British Ma- 
laya and the British East Indies, 
where the national consciousness 
has just started to manifest itself. 

What is to be done with these 
countries? The answer is, of 
course, easy in the case of Thai- 


land, the Philippine Islands, 
Burma and Indo-China. They 
should be independent or so 


guided as to gain experience for 
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eventual self-government. In re 
gard to the rest of the area, q 
rather interesting proposal ha 
been made. It is that the Indo- 
nesia, including the Netherland 
East Indies, British  Northf 
Borneo, Portuguese Timor,® 
British Malaya, and possibly als 
Thailand, be organized into an 
international state or condomin-§ 
ium in whose government the fol- 
lowing countries would have an 
interest: Australia, Great Britain > 
China, the Netherlands, India, 
Portugal, and the United States. 
A Council of Representatives of 
these countries would rule, to- 
gether with the members of the 
legislative assembly, the latter to} 
be elective after a number off 
years. ° | 
There is much to be said for} 
such a proposal, though its prac- 
ticability is yet to be tested. No 
doubt the fact that this country 
is waging war to oust Japan from 
these areas should entitle it to somef 
voice in the final disposition of 
this area and its form of govern- 
ment. Pending an institution of 
such international condominium, 


the next best suggestion is that} 


the Netherland Indies should re- 
turn to the Dutch rule and 


British Malaya to the British} 


rule, with a guarantee, of course, 


that they eventually be givenf 


self-rule. In the case of the 
Netherland East Indies this was 
already promised. 





Another Look At... 





(Continued from page 358) 


were substantial, amounting to 
$24,082,000 at the end of 1941, 
it is officially indicated that grow- 
ing shortages of certain materials 
may have some effect on opera- 
tions for the remainder of the 
war. The company should main- 
tain its excellent trade position in 
the post-war years, although com- 
petition will remain keen. Grad- 
ual elimination of losses from 
guaranteeed Liggett leases (fol- 
lowing bankruptcy of the Liggett 
Co. in 1984) will reduce charges 
against operations over the long 
term, but it is unlikely that divi- 
dends will be resumed on the cap- 
ital stock until further debt re- 
duction has been accomplished. 
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Seven Bonds and Preferred 
Stocks for a 6% Yield 





(Continued from page 363) 


largest outstanding and is held 
not only by British investors but 
by many outside the “sterling 
bloc.” Before the war these bonds 
sold normally around par both in 
New York and London (except 
for differences due to shipping 
costs). The bonds not only offer 
an attractive yield, but also ap- 
pear to have good speculative 
possibilities for appreciation 
based on a recovery in sterling 
(with or without U. S. aid) toa 
post-war level above $2.20. 





As | See It 





(Continued from page 325) 


patriot and lover of Free France, 
subservient to no one. Stalin has 
thrown his support to Britain’s 
choice. 

On top of this headache, the 
United States cannot view with 
equanimity the attempt of Leftist 
activities everywhere to secure the 
balance of power, nor can we ig- 
nore the evidence of the rising 
Russian imperialism, under the 
guise of a people’s war. We have 
looked to the peace for a libera- 
tion of the Russian form of govy- 
ernment nearer our own. 

Dedicated to the principles of 
Liberal Democracy and that way 
of living, we cannot but view Rus- 
sian intentions as being as dan- 
gerous to us as Hitler’s new order. 
Both are autocratic, totalitarian 
philosophies, utterly intolerant of 
any ideas that differ from their 
own, and both are ready to resort 
to the greatest cruelties to enforce 
their rule. We cannot permit a 
reversion to the barbarism that 
would make the great mass of 
people slaves to either bureaucra- 
cy or a few overlords, unwilling 
to allow men to rise above their 
environment by sheer capacity 
and character and thus permit 
the natural sifting and grading 
of men in accordance with their 
physical and mental capacities. 

It is the great virtue of Liberal 
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High-explosive projectiles depend on a 
brain—the fuse—to insure detonation on 
arriving at enemy objectives. Standard 
practice has been to make fuse parts largely 
of copper alloys because such alloys are 
corrosion resistant, strong, and possess the 
machinability for accurate large scale pro- 
duction of complicated small parts. 


Some fuses explode on impact; others 
are “timed” to explode when they reach a 
pre-calculated distance. A third type com- 
bines “timing” and impact fea- 
tures. Fuses must have a high 
safety factor for transportation 
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and handling; they must function with 
certainty, and not deteriorate in storage. 


So copper alloys, formerly used in our 
refrigerators, cars, and other conveniences 
are today doing front line service in count- 
less shells and bombs. 


Anaconda mines are producing great 
tonnages of copper and zinc while our fab- 
ricating plants are turning out the sheet, 
plates, rods and other forms of copper and 
its alloys that are needed in un- 
precedented quantities for total 


victory. 
42274-A 


ANACONDA COPPER MINING CO. 


25 Broadway, New York 
THE AMERICAN BRASS COMPANY, WATERBURY, CONN. 
ANACONDA WIRE & CABLE COMPANY, 25 BROADWAY, N. Y. 








Democracy that it produces this 
result. While in order to be suc- 
cessful under this form of gov- 
ernment, it requires only that we 
regulate by education, ethical 
standards, and law, so as to modi- 
fy individual power and the hu- 
man tendency to over-reach at the 
expense of their fellow man. In 
this way, we secure liberty, jus- 
tice, and a decent standard of 
living to those with even the mean- 
est capacity and effort. 

An as if the solving of these 


problems were not enough, we are 
being subjected to severe pressure 
from the various governments in 
exile set up in London, represent- 
ing the greatest industrial and 
financial interests in the world, 
who seek to retain their hold on 
the wealth of their colonies, with- 
out which their countries would 
sink into abject poverty. In Lon- 
don they meet with a sympathetic 
response because the great British 
industrialists and financiers are 
intent on solving the same prob- 
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lems. In Calcutta where Clive laid 
the cornerstone for fabulous Brit- 
ish fortunes, powerful forces are 
fighting a last stand to maintain 
their great role in the domination 
of Indian industry and finance. 
These great interests are not go- 
ing to let go easily any more than 
the Dutch, the Belgians, or the 
French. 

The Russians particularly are 
making a very strong bid for spe- 
cial consideration by every known 
means of propaganda and by 
pressure through their Leftist 
labor organizations. The latter 
have succeeded only in producing 
antagonism because of interfer- 
ence with our war effort, while 
Stalin is treated as an ally and 
benefiting from our Lease-Lend 
program. But more than that, it 
has brought home the realization 
that we cannot tolerate control of 
‘any section of our labor by a 
foreign government. To further 
their demands, the exploits of the 
Russian army have been heavily 
dramatized, although it remains 
to be seen whether Russia can ac- 
complish anything decisive this 
Winter—such as retaking Khar- 
kov and Rostov in which the Ger- 
mans seem to be firmly entrenched. 
Since Stalin does not permit 
Americans at the front, we have 
no way of knowing what is actu- 
ally taking place, and because of 
our experience last winter, we are 
inclined to discount Russian 
claims—while holding the great- 
est admiration for the marvelous 
exploits of the Russian soldiers. 

Taking advantage of the con- 
fusion resulting from these moves 
and countermoves, the Nazis are 
preparing to launch underground 
peace proposals. On the one hand, 
they will bargain with the ap- 
peasers who fear the Russian 
menace. And on the other hand, 
they will appeal to the masses as 
Hitler has done in his New Year 
speech, where he said: “The Ger- 
man people of today are no long- 
er the same as the German people 
of 1914-1918. <A people’s state 
has sprung up from the former 
bourgeois-capitalist class state”’. 
In one breath, the Germans ex- 
coriate the Russian state, and in 
the next breath, Hitler declares 
that’ they themselves have gone 


Bolshevik. 
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All in all, so deep is the maze 
of intrigue and counter-intrigue, 
that 1943 promises to be an ex- 
tremely interesting year. Trying, 
because it will be hard to please 
anyone. A year in which the vic- 
tories will more than ever go only 
to the most nimble—to those who 
can side-step the pitfalls which 
will be all around regardless of 
how pure the motives, and how 
much of our “filthy lucre” we will 
pass around. 


But to win the peace, we must 
not only promise freedom, but the 
means of a livelihood as well to 
the millions who will clutter up 
the world after the war is over— 
for of what use is liberty without 
bread? And our plans should be 
set in motion now—while we have 
the power to get things done— 
while the necessities of life we have 
to offer can speak for us. It will be 
good to let the people judge of 
our work—for we are dealing 
with greatly disillusioned souls 
who have suffered much from the 
Utopian goals of impractical and 
vicious leadership. 

Communism won on promises 
of freedom from serfdom and a 
division of the land and wealth 
among the people—and it never 
materialized because it was too 
unrealistic. 

Hitler got over Nazism because 
he put Germany to work—even 
though the method was economi- 
cally unsound, since the work con- 
sisted of making munitions and 
developing an army from the 
ranks of the unemployed. War 
was thus made inevitable and to- 
day the German nation stands on 
the brink of disaster. 

What we have to offer is a plan 
tried and matured in the experi- 
ence of living and in developing 
our industry and our culture. It 
is not a perfect thing, but it is 
psychologically sound and fits in 
well with the varying degrees of 
man’s character and capacity. Be- 
cause our people know the highest 
standard of living on earth, we 
do not have to prove that our 
methods are sound. The facts are 
self-evident. 

To win the peace, therefore, we 
must assist in the installation of 
machinery that will make what we 
have accomplished possible for 





these millions existing on the bor- 
derline of starvation. And while 
teaching this self-help to others, 
it will serve us also by obliging 
us to live up to the standards we 
ourselves have set. It will result 
in our assuming world leadership 
of a most realistic kind and give 
us the spiritual satisfaction of 
having had a hand in lifting hu- 
man beings above the status of 
the animal into a better world. 


We have but to devote the same 
energy that we employed in pro- 
ducing the miracle that is the 
United States—and our place in 
history will be secured as a nation 
that has not lived in vain. 





Answers to Inquiries 
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Cuban sugar producer. The com- 
pany also owns about 25% of the 
capital stock of the National 
Sugar Refining Company, its 
largest competitor. Moreover, it 
has an interest in the beet sugar 
industry through ownership of 
26% of the preferred and com- 
mon stocks of the Michigan Sugar 
Company, and one-half of the 
stock of Spreckles Sugar Com- 
pany of California. Most of 
American Sugar Refining sales 
are made in bulk, but a substan- 
tial portion of output is sold in 
package form under widely ad- 
vertised trade names of “Domino” 
and “Franklin.” This company 
has a total smelting capacity of 
almost sixteen million pounds 
daily, or about 30% of the United 
States total. It owns about 300,- 
000 acres of sugar land in Cama- 
guey Province in Cuba, together 
with two sugar factories with 
total annual capacity of 1,800,- 
000—325-lb. bags of raw sugar. 
Under quota restrictions, Cuban 
interests supply about 6% of re- 
fining requirements. 

The reduced receipts of raw 
sugar have forced frequent plant 
shutdowns since the first of the 
year, and restrictions on sugar 
deliveries indicate unfavorable re- 
fining operations. Under current 
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ceiling prices on raw and refined 
sugar, refiners’ profit margin is 
better than in 1941 on the av- 
erage. Uncertainty as to the ef- 
fects of the cane sugar refining 
concentration program being 
worked out with the WPB may 
weigh against common dividend 
action in 1943. However, the im- 
pression is that the industry is 
going to benefit through more ef- 
ficient operation after refining is 
restricted to a fewer number of 
plants. The financial position of 
this company is strong, and a 
year-end dividend of $1.50 pay- 
able February 2, 1943, of record 
January 5, 1943, was declared. 
This compares with a dividend 
payment of $2.00 on the common 
stock in February of 1942. In our 
opinion, the common stock has 
some merit as a speculation but 
for appreciation plus income 
which you are seeking there are 
more suitable issues recommended 
in the pages of THE MaGazINneE OF 
Watt STREET. 





Endicott Johnson Corporation 

As a semi-investment, looking forward to 
the post-war period, please give your opin- 
ion of Endicott Johnson Corporation. Are 
they benefiting from this war or are price 
ceilings affecting them? If so, is dividend 
safe? I have 200 shares which were bought 
at 45, and a few months ago in one of 
your Magazine articles, you favored this 
stock. Do you still recommend it? Please 
advise.—D. W., Boston, Mass. 


Endicott Johnson Corporation 
is the second largest producer of 
shoes. Operations range from the 
tanning of leather to the manufac- 
ture of supplies, and markets a 
part of output through some 500 
owned stores. Shoes manufac- 
tured sell in medium and low 
price brackets. Distributes also 
through jobbers, chain stores, 
mail order houses and over 30,000 
individual retailers. 


Of output, 52% consists of 
men’s shoes, 27% of women’s 
shoes, and 21% of children’s 
shoes. Work shoes comprise 40% 
of this total, and rubber-soled 
shoes, 10%. The tanneries owned 
process all but a small part of re- 
quirements. Endicott Johnson’s 
practice of taking a definite 
amount of stock as normal, and 
carrying it at a low fixed price 
per unit restricts, but does not 
fully eliminate the effects of 
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FIRING AWAY 


More production is the order of the 
day. Men and machines work on, 
while guns, tanks, ships, planes, 
ammunition become the tools of 
war. This is a vital part of our 
Nation’s program for Victory. 
It enables our armed forces to 
thunder their powerful message 





to the enemy on the world’s fighting 
fronts. Behind this mighty task, 
providing boundless, unfailing en- 
ergy for our industries, are Natural 
mq Gas and Electricity—master 
servants which perform their 
appointed wartime duties silent- 
ly, effectively, continuously . . 


Yes, Columbia System is enlisted for the duration. Already 1500 of its 
employees have relinquished varied peacetime duties to join the colors. 


COLUMBIA GAS & ELECTRIC 


CORPORATION 
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widely fluctuating hide prices. 
Price ceilings and the ability to 
obtain adequate raw material sup- 
plies will have an important bear- 
ing on operations during the war. 
On December 14, 1942, this com- 
pany received an army order for 
29,000 pairs of Arctic overshoes 
and 25,000 pairs of athletic shoes 
for the WAACS. Government 
business will increase in coming 
months, but sharp drop in civilian 
shoe production is indicated by 
shortages of material. The price 
ceilings will probably narrow 
profit margins and higher taxes 
will restrict net earnings. 

The post-war outlook is favor- 
able, since no serious conversion 
problems will be encountered. For 
the 52 weeks ended May 30, 1942, 
the common stock earned $4.80 
per share compared with $4.88 
per share for the same period in 


the preceding year. Dividend ap- 
pears safe for the coming year, 
and in our opinion, stock has at- 
traction, both from the viewpoint 
of income and long-term market 
performance. However, for the 
investor concerned with capital 
expansion over the immediate fu- 
ture its appeal is sub-average. 





Douglas Aircraft 
Would you please give me some infor- 
mation about Douglas Aircraft Company? 
I hold 50 shares of Douglas Aircraft pur- 
chased at 6114 in September. Is Douglas 
Aircraft profiting from all this govern- 
ment work, and is this company financially 
sound? Have they any _ subsidiaries? 
Would you hold the stock or take a loss? 

—J. B. A., Forest Hills, N. Y. 


Under normal conditions Doug- 
las Aircraft Company, Inc., is 
one of the leading domestic manu- 
facturers of air transports for 
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Geared To Your Needs...Today 


THE Macazine OF WALL STREET provides dependable service to investors and 
businessmen backed by resources built up over 35 years. During war and peace 
—good times and bad—it has earned a nationwide reputation for accuracy, 
dependability and practical usefulness. 


Now, under our total war economy and looking toward === 
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investment problems, but of real service in digesting and 
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that will be created as the basic forces of inflation, capital 
financing and industrial expansion take hold. 






























No One Is Better Able To Serve You 


1. THe Macazine oF WALL Street will keep you abreast 
of the situation in industry and in individual companies, 
with the purpose of protecting your capital, sustaining 
your income and enabling you to secure profits as se- 
lected situations are uncovered. 
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Under Total War and the Peace to 
Come.” 
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The most valuable investment tool 
you can have. .. now and throughout 
the momentous year ahead. 
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Investment Opportunities Under Total War and The Peace 
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tion, Industrial Changes, New Eco- 
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commercial use, as well as an im- 
portant producer of planes and 
parts for military aircraft. Since 
the outbreak of the war, this com- 
pany has ranked among the -fore- 
most suppliers of fighting air- 
© craft. The volume of business 
) this year is almost double last 
year’s, being the result of plant 
expansion, its greater efficiency of 
operation, and the inclusions in 
sales of work in progress on the 
cost-plus contracts. Seventy-five 
|} per cent of deliveries is on a 
cost-plus_ basis, paying profit 
> margins of 6%, in some cases 
Ponly 5%. Over 90% of com- 
| pany’s backlog of orders, is on 
this type of contract. Consoli- 
' dated and Boeing bombers are 
| also being built by Douglas under 
| license agreements. For the year 
ended November, 1941, stock 
earned $30.29 compared with 
$18.05 for the company in the 
preceding fiscal year. The financial 
position of this company is im- 
‘proving, due to the increase in 
working capital by sale of stock 
and also from earnings. A sub- 
sidiary company, “Western Land 
Improvement,” has obtained a 
bank credit line of $28,000,000. 
All loans to be amortized month- 
ly by applying government pay- 
ments. Douglas Aircraft is liable 
for the loan in case of subsidiary’s 
default. Interest loan is at the 
rate of 214% due to 1947 and 
144% due to 1948. It appears 
reasonably safe that Douglas Air- 
craft will pay a sizeable dividend 
in.1943, and we regard the stock 
as being attractive to hold for in- 
come and price appreciation. 











B. F. Goodrich 


I have been a faithful reader of your 
magazine articles, and sometime in Sep- 
tember purchased 100 shares of common 
stock at 2014. At current prices I have a 
profit, but am worried about the curtail- 
ment in the use of cars, rubber shortages, 
ete. Is Goodrich participating in the war 
fort and is it a post-war stock? Should 
I take my profit or hold for income and 
further appreciation possibilities? — M. C., 
Los Angeles, Calif. 


The B. F. Goodrich Co., is 
the fourth largest in size in the 
rubber industry. Its output, how- 
ever, appears to be the most di- 
versified. It includes more than 
32,000 separate rubber products. 





About 60% of revenue is nor- 
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Cool as a Cucumber 
—AT 6 MILES A MINUTE! 


M= the fighter that’s blasting 
the Axis out of the sky! It 
rockets along at better than 400 
miles an hour... powered by a 
liquid - cooled engine. Diethylene 
glycol (permanent anti-freeze to 
you!) has replaced water in its 
cooling system. 


Chlorine, prime processing agent 
in the manufacture of diethylene 
glycol, is but one of the many 
Mathieson products which are con- 
tributing directly to the produc- 
tion of war materials. To mention 
only a few of the important war 
uses of Mathieson chlorine, it 
plays an important part in the 
manufacture of aluminum 

plastics .. . synthetic rubber... 
petroleum products and high ex- 
plosives. Other basic “war chem- 
icals”, manufactured by The Math- 


ieson Alkali Works and supplied 
directly to war industries or to our 
armed forces, include caustic soda, 
ammonia, soda ash, carbon dioxide 
and calcium hypochlorite. A highly 
mobile, dry chlorine carrier, cal- 
cium hypochlorite is used exten- 
sively at training centers and other 
military establishments to combat 
the deadly menace of water-borne 
diseases. 


In a larger sense, Mathieson Chem- 
icals are fighting a menace greater 
and more deadly than any the 
world has ever known—the arro- 
gant, over-weening ambitions of 
the Axis tyrants, men without 
conscience and without mercy. Un- 
til they are removed forever from 
the high places of evil, there can 
be no let-up in the pace of war 
production here at Mathieson. 





Math é < ss 0 iP The MATHIESON ALKALI WORKS (Inc.) 
60 East 42nd Street, New York, N. Y. 


_ MQUID CHLORINE... SODA ASH... CAUSTIC SODA... BICARBONATE OF SODA... BLEACHING POWDER... HTH PRODUCTS ... AMMONIA, 
ANHYDROUS and AQUA... FUSED ALKALI PRODUCTS... SYNTHETIC SALT CAKE... ORY ICE... CARBONIC GAS... SODIUM CHLORITE PRODUCTS 
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mally derived from tires and 
tubes, and the remainder from 
mechanical rubber goods and 
footwear. General Motors being 
most important original equip- 
ment taker. 

As early as 1940, this company 
placed on sale synthetic rubber 
tires. It has a one-half interest in 
“Hydro-carbon Chemical Rubber 
Co.,” the nation’s largest pro- 
ducer of butadeine. On Nov. 28, 
1942, Goodrich began production 
operations at a government fi- 


nanced synthetic rubber plant in 
Kentucky. Plant will utilize 
butadeine made from alcohol. 
During 1941, practically all fa- 
cilities were devoted to the pro- 
duction of military supplies; 
construction of a $35,000,000 
government-owned, shell loading 
plant, (to be operated by a sub- 
sidiary, the Lone Star Defense 
Plant Corp. on a fee basis), is 
fast nearing completion. 
Substantial orders are held for 
heavy duty tires for military 
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trucks and airplanes, and for 
track bands for tanks and trac- 
tors. The backlog also includes 
contracts for rubber products 
such as airplane de-icers, lining 
for self-sealing tanks and various 
special military items. 

During 1941, company report- 
ed $5.02 per common share which 
represented a considerable gain, 
over $3.11 in 1940. In 1942, this 
income trend was reversed with 
only $1.59 earned in the first half. 





The Wisest Market Policy 
Now 





(Continued from page 327) 


what we can do against Germany 
and when. There is little news 
about this. What there is—and 
official reminders-——indicate that 
decisive victory in ocean transport 
has not yet been won. We prob- 
ably had fewer ships in operation 
at the end of 1942 than at its 
start. 


Conclusion: Defer new pur- 
chases in expectation of a sub- 
stantial intermediate reaction. 


—Monday, January 4, 1943 





Cyclical Stocks vs. Stable- 
Income Stocks 





(Continued from page 355) 


income for safety and depend- 
ability; to concentrate in semi- 
cyclical stocks is to sacrifice regu- 
larity and safety for the purpose 
of obtaining more income; and to 
concentrate in growth situations 
(usually but not always) means to 
sacrifice current income in hope of 
very large rewards in the future. 

In ending a discussion like this, 
it is always well to remind the 
reader that classification of stocks 
into steady earner, semi-cyclical, 
cyclical and growth issues is some- 
what artificial. It involves a good 
deal of opinion which may or may 
not be well founded; and no two 
analysts would select exactly the 
same list of 14 stocks as “repre- 
sentative.” What has been done 
here is to illustrate a principle; 
and, in a smaller way, to outline 
a hypothesis. 


1943 
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WHY AMERICA 
IS SMOKING A LOT MORE 
PHILIP MORRIS — 


NCE again, it’s a bigger 

year for this finer ciga- 
rette! 1942 brought the great- 
est sales in PHILIP MorRIS 
history ... with millions mak- 
ing the change to PHILIP 
Moris... proved safer for 
the nose and throat, and 
definitely better tasting, too. 
Try them yourself for ’43! 


(é/e-PMILIP MORRIS 


America’s FINEST Cigarette 











Shape of Post War 
Private Enterprise 





(Continued from page 335) 


period, the results are certain to 
be very unfortunate for private 
enterprise—and for whatever Ad- 
ministration is in power—when 
the post-war boom runs its course. 

I have yet to hear a single bus- 
iness leader of national promin- 
ence concede the basic validity of 
the New Deal’s cardinal mone- 
tary-economic theory — _ even 
though I repeat that New Deal 
practice of that theory has been 
far from rational. What I mean 
is this: 

Any given year’s production of 
goods and services will generate 
and put into consumers’ hands 
enough money income to pay for 
the total marketable volume of 
goods and services. Obviously, to 
keep the system working without 
let-down, the total consumer in- 
come must either be spent con- 
tinuously for the goods and serv- 





ices produced or the unspent por- 
tion must be productively in- 
vested, which amounts to the same 
thing—for in that case the saver- 
investor’s money is*“*put to work” 
by others. 

If in a typical year there is a 
consumer income of $100 billion 
but $20 billion “backs up” as 
idle savings in banks or under 
the family mattresses, then $20 
of goods and services will find 
no market and a business tail- 
spin — without Government in- 
tervention — will be automatic. 
Stupid people will say the mar- 
kets have been “saturated.” Non- 
sense! The living standard of the 
average American family is not 
so high that it could not be much 
higher, with the knowledge and 
resources available to us. The 
legitimate wants of the great 
majority of our people have never 
been satisfied. What has hap- 
pened is that the continuous 
stream of spending and _ invest- 
ment has been broken. 

Now business men—rightly— 
preach that the Government 
should adopt positive policies de- 
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signed to stimulate productive 
private investment. Certainly the 
Government can go much farther 
in that direction than it has ever 
gone before, to that extent reduc- 
ing the frequency and scope of 
needed intervention in the form of 
public spending. But I remind 
these business men that at various 
past periods this country has had 
pro-business Administrations 
which put no obstacles in their 
path—and yet the boom cycles of 
investment - expansion invariably 
were followed in due course by de- 
pression. Always eventually there 
was speculative excess in some 
form, a curtailment in spending- 
investment, then the tailspin. 

I see no reason to believe that 
private enterprise can cope with 
this most basic of our economic- 
financial problems. I see no reason 
why it should be expected to do 
so. I think it is a proper regula- 
tory function and responsibility 
of the Government. I think the 
solution—if there is one—is to be 
found in Federal taxation and 
budget policies designed to foster 
maintenance of the highest pos- 
sible level of consumer purchasing 
power, to stimulate the maximum 
of productive private investment, 
to prevent speculative excess, and 
to offset the probable continuing 
periodic interludes of deficient 
private investment through anti- 
deflationary public investment of 
socially useful types. 

Years ago the bulk of our 
people were farmers. Now, thanks 
to science and mechanization, a 
much reduced number of farmers 
—relative to the total population 
——can feed the nation and have a 
surplus for export. A_ similar 
thing is the long term expectancy 
in manufacturing industry. Never 
will peace time manufacture em- 
ploy more than a minority of the 
total gainfully-occupied popula- 
tion. This trend is not to be 
feared. The further any civiliza- 
tion progresses, the less must be- 
come the emphasis on primary 
production, the more must become 
the emphasis on the arts, govern- 
ment services, public works, etc. 
“Big Government” is here to stay. 
So is “Big Business.” The time 
will come when — through more 
intelligent understanding by both 
politicians and business men — 
they will cease to be regarded as 
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incompatible and antagonistic en- 
tities. 

What can business leaders con- 
tribute to the better future of 
America? A very great deal, in 
my opinion. If in their own 
affairs they will simply adopt in- 
telligently progressive and com- 
petitive production and selling 
policies—just in sheer individual 
self-interest—I am sure they will 
contribute more to national pros- 
perity than they could possibly do 
through any generalized “plan.” 

Great as have been our achieve- 
ments in war production, it is un- 
doubtedly a fact that the latent 
productive energies of the workers 
—and of the majority of corpor- 
ate executives—have not by any 
means been put to fullest use. 
There are undreamed of possibili- 
ties ahead for the executive who 
has the genius to induce all pos- 
sible efficiency out of his em- 
ployees and guide it properly. 

For instance, I have before me 
a statement from the Lincoln 
Electric Company of Cleveland, a 
manufacturer of are welding 
equipment. This company claims 
that its wage incentive plan — 
which it has maintained for ten 
years, which in 1942 provided 
some $3,000,000 in supplemental 
wage payments ranging from $10 
to $25,000 for individual partici- 
pants and did not include the top 
executives—has resulted in an 
output per worker more than 
three times greater than the aver- 
age in manufacturing industry, 
permitting the company to sell at 
prices substantially less than com- 
petitors and yet earn quite satis- 
factory profits for the owners. 
The sensible and _ progressive 
theory behind this is stated by 
J. F. Lincoln, head of this enter- 
prise, as follows: 

“The ten years experience of 
the Lincoln Electric Company 
with incentive wage payments in- 
cludes both war and peace pro- 
duction, panic and _ prosperity 
years. It has proved conclusively 
that such incentive payment, 
properly organized and properly 
applied, will result in progres- 
sively lower prices for the con- 
sumer, progressively higher wages 
for the worker, and progressively 
higher dividends for the owner. 

“This is not only a means for 
greater war production, so essen- 


tial at this time; it also is a phil- 
osophy which can and has solved 
the difficulty between Labor and 
Management, between Manage- 
ment and Customer, and between 
the Customer and Stockholder. 

“That this ability for a much 
greater output under proper in- 
centive is latent in all individuals 
is obvious from the experience in 
all human activities. The care 
given by the parent for his own 
child, compared to the care given 
by uninterested employees caring 
for children in an orphan asylum, 
is a case in point. The speed of 
the sprinter in a championship 
race, compared to his speed in 
paying his income tax, is also an 
illustration. 

“If American industry is to re- 
tain its world industrial leader- 
ship, it can do so only through the 
tapping of these latent inherent 
capabilities of the American 
workman by a proper incentive 
system. Only so can his greater 
capabilities be made effective. 
Only so can the American stand- 
ard of living be maintained in the 
face of world competition.” 

Here is a plan—one company’s 
plan—which I commend to the 
study of our business leaders. 

Also I have a suggestion to 
make to such business organiza- 
tions as the National Association 
of Manufacturers and the United 
States Chamber of Commerce as 
follows: 

(1) Stop griping about Gov- 
ernment “interference” and stop 
wasting time adopting convention 
resolutions and offering 10-point 
master “programs” to the nation. 

(2) Create, outside of your own 
organizations, an independent In- 
vestigation Commission, headed 
by three unbiased men of broad 
experience and unquestioned pub- 
lic reputation—men equal _ to 
those who made the. Rubber report 
for the President — back them 
with an adequate and able re- 
search staff, and ask this non-gov- 
ernment “Supreme Court” to 
formulate constructive sugges- 
tions as regards (a) business 
policy and practice; and (b) 
Government policy and adminis- 
tration. 

You see, we not only need wiser 
Government leaders. We also 
need wiser and better informed 
Business leaders. 
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Short-Term Recommendations for Profit 
. . . Mainly common stocks but preferred 
stocks and bonds are included where out- 
standing price appreciation is indicated. 


Recommendations for Income and Profit 
. . . Common stocks, preferred stocks and 
bonds . . . for the employment of your 


Recommendations Analyzed . . . Pertinent 
details as to position and prospects are given 


When to Buy ... and When to Sell... 
You are not only advised what to buy but holders. 
when to buy and when to sell—when to be 


view and forecast the market, giving you 
our conclusions as to its indicated trends. 
Dow Theory Interpretations are included 


Telegraphic Service .. . If you desire we 


will telegraph you in anticipation of de- will never be in doubt as to what action to take. 
cisive turning points or market movements. 


Consultation by Wire and by Mail... . 
To keep your portfolio on a sound basis, 
you may consult us on as many as 12 secur- 
ities at a time . .. by wire and by mail. 


Business Service . . . Weekly review and 
forecast of vital happenings as they govern 
the outlook for business and individual 


Washington Letter . . . “Ahead-of-the-news” 
weekly reports from our special corres- 
pondent on legislative and political devel- 
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to our growing clientele in this recovery market. 


We Believe We Can Serve You Well 


Low-Priced Situations for Capital Build- During 1943 
ing . . . Stocks in which you can place 
moderate sums for large percentage gains 


what to buy and when to sell. 




















i‘. N our December |2th advertisement, we announced our new Forecast 


Service .. . at especially lowered prices . . . in order to add materially 


The response has been most gratifying . . . and we are glad to report 


that our recommendations since the new service was inaugurated show 


Low-Priced Opportunities . . . Securities gains . . . ranging up to 19%. This includes profits accuring on se- 
in the low-priced brackets that meet the ’ ; : : 

same qualifications for near-tera. market lected low-priced situations . . . International Telephone, Warner Bros.. 
prem. Pan American Airways . . . the latter having risen over 3 points. 


It is our conviction that we are entering an accelerated period of 
expansion in security prices and you can make real investment progress 
with Forecast Service. Of course, selected situations will do much 


better than the market and bring substantial appreciation to their 


moderately or fully committed . . . when 
to be entirely liquid. We feel that we can help you concentrate your capital in such securi- 
Market Forecasts . . . Every week we re- ties to a high degree. And you will be advised not only what and when 


to buy but when to sell. Our analysts will check continuously the action 
of the market and of individual securities, and keep all your commit- 


ments made on our recommendations under constant supervision. You 


In this—our 25th Anniversary Year—we are proud that a recent check 
showed over 50% of our subscribers as renewals—that past service 
had induced current enrollments. We look forward to meriting this 
confidence through our service to you and suggest that you enroll 
today to receive: (1) Our initial valuable report on your holdings; (2) 


Our forecast of the next important market move; (3) Our advice on 
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Is Sears Roebuck Over- 
Priced? 





(Continued from page 353) 


production has caused Sears to 
drop two of its low-priced brands 
of records. . . . Radio tubes, bat- 
teries and radio accessories still 
continue to be listed.” It will be 
perceived from this comment that 
the company, despite the handi- 
caps imposed by shortages of ma- 
terials, is continuing efforts to 
develop new items in order to 
cushion the over-all effect of fu- 
ture adverse sales factors. 

Assuming that December sales 
were at least equal to those of 
November, 1942, or $85,010,000, 
a net drop of slightly less than 
9% is seen for the eleven months 
ended Dec. 31, 1942, compared 
with the corresponding 1941 
period. As Sears Roebuck does 
not furnish interim balance sheets, 
the effect of sales volume upon in- 
ventories cannot be determined. 
In view of the difficulty in secur- 
ing replacements of many types 
of merchandise, a tendency that 
will be further aggravated in 
future months, the full effects of 
inventory depletion may not be 
experienced until next Spring. 
These shortages will be particu- 
larly felt in the “heavier goods” 
lines which comprise an important 
part of gross sales. 

Notwithstanding the fact that 
Sears was unusually well fortified 
from an inventory standpoint a 
year ago, it is difficult to perceive 
how the company can escape the 
inevitable effects of sharply re- 
stricted stocks of merchandise, 
with resultant shrinkage in sales 
and profits. As a result of short- 
ages, some stores in the Middle 
West have been closed. 

With respect to the nation- 
wide inventory controls recently 
ordered by the WPB, it appears 
improbable, in view of the pre- 
sumed decline in the inventories of 
Sears in recent months, that this 
concern will be affected to any 
important degree by the Govern- 
ment regulations providing for 
more equitable distribution of 
merchandise held by wholesalers 
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and retailers throughout the 
country. 

Latest published income ac- 
count of the company, that for 
the 24 weeks ended July 16, 1941, 
reported earnings of $1.92 per 
share, or slightly over the $1.90 
per share shown for the similar 
1941 interim. Profits for the 
fiscal year ended Jan. 31, 1942, 
were equal to $6.35 per share, 
these comparing with $6.32 per 
share recorded in the previous 
fiscal year. Profits for the cur- 
rent fiscal year are estimated at 
approximately $5 per share, be- 
fore provision for contingencies. 

Directors of Sears have pur- 
sued a rather liberal dividend 
policy in recent years. Distribu- 
tions from 1935 through 1941 
were equal to approximately 75% 
of total profits for that period. 
Payments in 1942, including an 
extra of $1.25 paid Dec. 10, 
amounted to $4.25 per share, 
being equal to annual payments 
for the calendar years 1939, 1940 
and 1941. 


In assessing the outlook for the 
company, perhaps the most im- 
pressive factor is the consistent 
strength of the capital stock, not- 
withstanding the almost certain 
recession in sales and profits dur- 
ing the fiscal year shortly to 
begin. This market firmness may 
be variously interpreted. Some in- 
vestors are doubtless proceeding 
on the assumption that the com- 
pany’s strong cash position will not 
be impaired to any serious extent, 
thereby permitting maintenance 
of the liberal distributions of the 
past half-dozen years. In other 
words, if the recent annual pay- 
ments of $4.25 per share are con- 
tinued, a yield of about 7% is pro- 
vided on current market quota- 
tions. If the extras should be 
omitted, the return would still be 
about 5%, with excellent possibili- 
ties that extra distributions of in- 
determinate amount would be re- 
sumed as soon as feasible. 

Recognition of the company’s 
assured position in the post-war 
economy may also be a factor im- 
pelling long-term accumulation 
by patient and far-sighted pur- 
chasers. Inflation, even though it 
be of limited scope, seems certain 
to find reflection in eventually 
higher prices for prime market 


equities, and this may also be 4g 
consideration inspiring acquisi- 
tion of the shares by long-term 
holders. 

The stock, of course, would not 
be unresponsive to temporary 
weakness in other quarters of the 
market, but the extent of such 
possible setback would be deter- 
mined largely by the character of 
the contemporary — speculative 
position. Unless the anticipated 
contraction in profits should sub- 
sequently prove to be far more 
serious than now appears prob 
able, market declines in this issue 
will be fairly moderate. 

Existing long term investment 
positions, in our judgment, should 
not be disturbed. With respect to 
new purchases, the possibility of 
market decline, based on the less 
favorable intermediate earnings 
outlook, suggests postponement of 
action in this regard pending the 
probable establishment of more 
attractive buying levels. 





Leaders of American 
Industry 





(Continued from page 345) 


young Van Bomel worked regu 
larly for Slawson Brothers each 
summer, from delivery boy and 
route driver to store manager. 
Mechanically minded, he grad- 
uated in civil engineering at 
N. Y. U. in 1908. 

Meanwhile, Van Bomel senior 
had merged his dairying caree 
into the old Sheffield Farms Com 
pany. From college, the son wen 
to work for this company at $14 
a week. In the ’20’s Sheffield be 
came the key unit in National 
Dairy Products, whose marketing 
field in some products covers the 
country and _ extends abroad. 
Prior to becoming President o 
this expanded corporation, Mr. 
Van Bomel, for several years had 
been its executive vice-president. 
He has two hobbies: (1) carrying 
on dairy and poultry experi 
mental work on his family farm 
at North Salem, N. Y.; (2) work- 
ing with organizations for the as- 
sistance of boys. No. (1) certainl 
is not surprising. That sort off 
thing seems to be in the family 
blood, and from ’way back. 
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